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FOREWORD 


Rational planning designs and ordered growth in 
the context of the gulf separating the rich and the 
poor have been subject of discussion at various fora 
and in literature on economic development. These have 
brought out a sombre realization of the difficulties 
which must be surmounted and the need for a reapprai- 
sal of the theories and practices for obtaining the best 
out of the planning efforts. Most of the scholarly 
books on planning begin with admonition that the 
development process is an intricate inter-action of many 
economic, political and social factors. Nevertheless, 
available literature leaves much scope for fully compre- 
hending the real inter-actions and giving complete 
practical insight in the process of economic growth 
and development. 

The training seminar on “ Management of Econo- 
mic Development : New Horizons ” was the result of 
this awareness of the gap between the tools available 
and their use for economic planning. The practical 
planners who attended the seminar, often questioned 
the accepted premises and assumptions which they 
themselves had formulated, without claiming to have 
said the last word. In fact, vested interest of an idea is 
the most powerful inhibiting factor in the process of 
change and growth. It is all the more so when the 
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idea is of one's own making. An honest search for 
new ideas on the part of professionals in planning is a 
sure and certain step towards the realisation of the 
goal of economic planning. 

The Indian Institute of Public Administration 
through this book has done commendable work by 
spotlighting the issues which were elaborated and 
distilled at the seminar. The substance of the book 
questions contemporary thought, and cuts deep into the 
existing systems of planning. The value of the present 
book has to be weighed with scales of practical rele- 
vance on different multi-disciplinary aspects related to 
development planning. 

A meaningful presentation of divergent views 
expressed by eminent economists, scientists, manage- 
ment experts, practitioners and other professionals 
must have been a formidable challenge to the Seminar 
Convener — Professor Ram Prakash. It is an extremely 
laborious task to prepare gists of twenty six technical 
presentations in the training seminar and to summarise 
in a purposeful framework various points made in the 
deliberations by about sixty practical planners. The 
task is all the more irksome and arduous when no 
written papers were given by the speakers. The spirit 
of enterprise of the Seminar Convener in undertaking 
this work and the efforts of the Institute to publish this 
book are truly praiseworthy. 

The book should be better received than the 
Institute might be inclined to expect, as the suggestions 
based on the past experience contained in it will be 
useful in the formulation and the implementation of 
the Seventh Plan. During the five years, beginning 
with April 1985 , the country in the public and private 
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sectors, plans to invest for development planning JRs. 
175 crores per day on an average. The strategy of 
planning for such a massive investment has to be built 
around mobilisation and optimum use of resources. 
For this purpose, as suggested in the Approach Paper, 
“ the management and administrative systems have to 
be improved to eliminate inefficiency, cynicism and lack 
of integrity. There is also need for the elimination of 
numerous points of unnecessary and petty restrictions 
which have increased partly because of inertia-dominat- 
ed adherence to past procedures and rules ” ipp. 10). 
This requires substantial structural changes. Towards 
this end, the various contributions made in the brain- 
storming session of the Seminar and contained in this 
book should be of special significance to all those 
concerned with development planning. 
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(Prof. A M. Khusro) 
Chairman 

National Institute of Public 
Finance and Policy 
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PREFACE 


The Indian Institute of Public Administration 
organised a top level training Seminar on “ Manage- 
ment of Economic Development : New Horizons ” 
during April 11-14, 1983 in Vigyan Bhawan, New Delhi 
for Joint Secretaries in Central Ministries, Secretaries! 
Commissioners in State Governments and Heads of 
Technical Divisions. The Department of Personnel, 
Ministry of Home Affairs, Government of India 
collaborated in holding the Seminar. The present book 
is based on the talks delivered and discussions held in 
different sessions. 

About sixty persons attended the Seminar. Eminent 
practitioners, academicians and experts led the discus- 
sions. These, among others, included Professor S. 
Chakravarty; Dr. Y.K. Alagh; Member, Planning 
Commission, Prof. M.G.K. Menon; Secretary ( Expen- 
diture ), Shri Harbans Singh, Secretary, (. Planning 
Commission), Shri K.V. Ramanathan; Chief of Mission, 
World Bank, New Delhi, Mr. J.D. Roulet ; former 
Deputy Chairman, Planning Commission, Shri P.N. 
Haksar ; and former Member Planning Commission, 
Shri Tarlok Singh. Shri Pranab Mukherjee, Union 
Finance Minister inaugurated the Seminar and Prof. 
A.M. Khusro, Member Planning Commission delivered 
the valedictory address. 
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The objectives of the Seminar were : (i) to share 
knowledge of modern techniques of economic planning 
and implementation', and (ii) to provide opportunity for 
exchange of information and experience for improved 
system of planningcraft, Seventeen papers after 
intensive literature search and arranged in sequence of 
the topics to be discussed in different sessions were 
circulated as Backgrounders. 

Several significant policy issues were brought out 
in the Seminar discussions. These related to macro 
planning', inter-sectoral balances', resource mobilisation; 
grassroot planning; assessment of planning perfor- 
mance; project planning, control and monitoring sys- 
tems; computors; technology policy; interface of plan- 
ners with political executives; and managing differences 
and building commitment. Causes of shortcomings 
in current planning system were analysed to improve 
efficiency of investment. The Seminar discussions 
looked at planning process from different perspectives. 

An effective mechanism of integrated planning at 
all levels is yet to be developed. Projects have to be 
meticulously planned and more closely linked with 
macro planning. Continuous improvements in organi- 
sational and implementation procedures are to be 
carried out for giving proper directions to planning. 
The professional integrtiy is an essential pre-requisite 
for the success of the plans. 

Systematic organization of various points of view, 
sometims widely divergent, has involved enormous 
difficulties in their presentation in the form of a book. 
The discussion leaders could not provide papers for 
their talks and deliberations which covered a wide and 
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varied range of issues. The use of blackboard, to and 
fro movement of some speakers away from mike in the 
course of presentation, and distortions in tape record- 
ing were major difficulties in reproduction of the talks 
fully. In such a situation, the gist of the talks only 
could be prepared. These were thereafter sent to 
respective speakers for their approval. This process 
took unduly long time and involved considerable effort 
on the part of the Seminar Convener to bring out this 
book. 

The book will surely spark off a continuing 
dialogue on the various issues relating to development 
planning in the context of the Seventh Five Year Plan. 
In view of the inter-disciplinary nature of the topics 
covered, the book will certainly interest all the econo- 
mists, statisticians, scientists, academicians, civil 
servants and politicians, involved in development 
planning. 



Director 

Indian Institute of 
Public Administration 
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SEMINAR COMMENCEMENT AND 
VALEDICTION 


Shri Pranab Mukherjee, Union Finance Minister 
in his commencement talk at the Seminar pointed 
out that the Indian experiment of economic develop- 
ment was rather unique in undertaking planned 
development under a system of mixed economy. 
While the private sector was assigned an important 
role, the public sector was expected to play a pivotal 
role in putting the country on road to rapid 
industrialisation. One of the most significant achieve- 
ments of the planning process has been lifting the 
country’s economy from shackles of prolonged 
stagnation and launching it on the path of growth. 
Between 1950-51 and 1978-79 the overall trend in the 
rate of growth of national income was 3.5% per 
annum— it was 2.7% in agriculture and 6.1% for 
industries. One notable point is that agricultural 
production has been maintained at a level higher 
than the rate of growth of population. The growth 
of national income depends on a complex inter- 
action of a large number of variables. Important 
among these are the rate of saving and investment 
and the capital-output ratio. Gross domestic savings 
as proportion of Gross Domestic Product increased 
from 10.2% to 23.7%. However, the impact of high 
level of capital formatipn in the country is not fully 
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reflected in increased production due to a deteriora- 
tion in the incremental capital-output ratio. This 
may be attributed to factors such as changes in the 
composition of the investment and faster increase 
in investment cost. While the saving rate is quite high 
it will be necessary to raise it further in the coming 
years for improving the requirement of the growth 
of the complex economy. In the coming years a 
major objective of the policy will be to increase 
productivity of the investment. The public sector 
has started showing notable improvement in pro- 
fitability, but much remains to be done for subs- 
tantially increasing profitability of public enterprises 
through improvement in capacity utilisation. The 
performance of State Government enterprises also 
needs to be considerably improved. The process of 
modernisation is essential not only for industries 
but also for agriculture. Average yield levels in most 
regions and farming systems are below what can be 
attained with known technology. Sustained econo- 
mic growth is possible only under an atmosphere of 
fiscal, monetary and price stability. The plan outlay 
for the Centre, States and the Union Territories 
provided in 1982-83 budget was higher by 23 per 
cent., and this was further stepped up to the same 
extent in the 1983-84 budget. The infrastructure 
sectors are continuing to record improved per- 
formance. Investment priorities have been restruc- 
tured to allow for a sharp step up in the outlays for 
energy and infrastructure. In the pursuit of growth, 
the objective of equity cannot be lost sight of. A 
conscious effort will have to be made to reduce 
economic disparities, increase employment and 
eliminate poverty, The strategy also needs to include 
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effective policy measures to control growth of 
population. 

The Director of the IIPA, Dr. P.R. Dubhashi in 
his opening remarks pointed out that Seminar was 
being held against the backdrop of more than three 
decades of planning in the country. During this 
period, the country has gone through as many as five 
Five Year Plans with an interregnum of three 
Annual Plans between the Third Plan and the Fourth 
Plan. The Seminar could provide an opportunity to 
have a close look at the balance sheet of planning, its 
successes as well as failures. Planning was introduc- 
ed in India with a view to providing richer, fuller 
and better life for the masses of people in the 
country. The plans sought to harness natural 
resources with the application of science and 
technology which together with the mobilisation of 
manpower resources was expected to create an 
increasing stream of goods and services, increasing 
gross national product and higher standard of living 
for the masses of people. To some extent, these 
objectives have been realised. The successive Five 
Year Plans have laid the foundation of the economic 
infrastructure in the country, modernised agricul- 
ture, built up basic industries and diversified the 
economy. However, the shortcomings in planning 
are also quite apparent. Though successive Five 
Year Plans contemplated a growth rate of more 
than 5 per cent., in actual practice it has hovered 
around 3 to 3.5 per cent.. With a steady growth of 
population of more than 3 per cent., the average 
increase in per capita income has been in the neigh- 
bourhood of only 1.5 per cent.. The aim explicitly 
stated in the First Plan of doubling the per capita 
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income in 25 years has not been fulfilled. More speci- 
fically, almost 50 per cent., of the population has 
remained below the poverty line. Therefore, it 
becomes imperative on the part of those engaged in 
planning to find out the causes of shortcomings and 
improve the planningcraft which should ensure 
more effective planning. 

Planning is not a matter of mere abstract econo- 
mic models; it has to enter into the warp and woof 
of day to day administration. Unfortunately, 
administration is often buffeted by expediencies 
which upset the apple cart of smooth and steady 
progress of planning. Though plans do embody 
hopes and aspirations of people, they have to be 
based on facts. Often ambitious planning extends 
far beyond the resources available; with the result 
that projects and programmes suffer from lack of 
resources and do not get completed on time and 
yield dividends. Often, a smaller plan fully com- 
pleted on time would yield more dividends than a 
larger plan which does not get completed on time 
because of the constraint of resources. The concept 
of balanced planning in the country has been 
accepted. This assumes that there will be develop- 
ment in all sectors in a complementary manner. 
However, inter-sectoral and material balances are 
often upset by recurring shortages of one input or 
another. If planning is not to remain a concept, but 
to become a reality, it has to be ensured that the 
excesses and shortages do not become a recurring 
phenomenon. In a large country like India, plan- 
ning has to be multi-level planning i.e. planning at 
National, State and local levels. However, a mech- 
anism of truly integrated planning at all levels has 
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not yet developed. The concept of planning from 
below attempted daring the Second Plan did not 
succeed. National plans have been disaggregated 
into State plans and State plans into the district 
plans and latter into block and the village plans. 
National schemes are contemplated in terms of 
features with universal all India application. Often 
this comes up against the disparities of develop- 
ment in different States and parts of States. Time 
has, therefore, now come to look at the unique 
situation in different States and parts of the States 
and devise programmes which will precisely meet 
the requirements of these areas. The strategy of 
agricultural development appropriate for Punjab 
which has witnessed the ‘green revolution’ may not 
be suitable in an under-developed State like Assam 
or parts of Madhya Pradesh, where agricultural 
development is still in a rudimentary stage. More 
attention needs to be paid to spatial planning. 
Though in 1969 the Planning Commission issued 
detailed guidelines on district planning, the concept 
of district planning has not taken a practical shape 
in most of the districts. The very sectoral and verti- 
cal approach of administration at National and State 
levels comes in the way of horizontal planning in 
every district which is specific to its own require- 
ments. 

The Director of the IIPA also pointed out that 
even though it had been well accepted for quite 
some time that for success of planning there must 
be technically feasible and economically viable pro- 
jects, it was still found that sound projects were not 
always available, and the projects implemented 
suffered from schedule slippages and cost over-runs. 
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Project planning and its linkages with macro plan- 
ning needs closer attention. Plan programmes often 
fail to reach the objectives and do not have the 
necessary impact because they are seen in isolation 
and necessary linkages are not provided. Often 
there are leakages and benefits do not reach whom 
they are intended. Field agencies must concentrate 
more on reaching the real objective of the pro- 
gramme than to get lost into the targets of input 
and output. There has to be a continuous monitor- 
ing of plan projects and programmes. 

Organisations and policies have to be under 
continuous examination to see that plans go in the 
right direction. The tempo of investment has been 
rising in the successive Five Year Plans, but at the 
same time there is a disturbing phenomenon of 
rising capital-output ratio, with the result that 
efficiency of investment is falling. Smaller invest- 
ment with greater efficiency will yield larger 
dividends than larger investment with smaller 
efficiency. Concentrated efforts have to be made for 
improving the efficiency of investment. The pro- 
cedures of planning also need to be examined. Over 
the last three decades of planning, the process and 
the procedures have not changed. There is need for 
change. A new impetus to planning needs to be 
imparted. Improvements in the light of experiences 
must be introduced. Comprehensive planning in 
USSR, indicative planning in France, and consensus 
planning based on sophisticated forecasting as in 
Japan have lot to teach us. Lessons must be drawn 
from abroad and adapted in our own system of 
planning. 
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Explaining the highlights of the Training Seminar, 
Prof. Ram Prakash, Seminar Convener, pointed 
out that economic development is not solely a func- 
tion of inputs of measurable quantities but is tied 
up with management and entrepreneurial qualities 
of people. Failure to recognise is seen from the fact 
that scarcely any correspondence is found between 
economists’ paper and the field results. The argu- 
ment, it was a splendid plan but just did not get 
implemented, has worn out thin. There is a growing 
realisation that to manage the economy of a country 
of this size and complexity there is need to have 
proper expertise and understanding of problems and 
integration of various activities viz. political, indus- 
trial, entrepreneurial, scientific, organizational, all 
into one. An attempt is being made through this 
Seminar to understand the new approaches and 
concepts relating to all the important aspects of 
macro planning. As such, the Seminar faculty con- 
sists of economists, scientists, technocrats, practi- 
tioners and management analysts, and covers 
discussion on topics which are economic as well as 
non-economic. 

According to the Seminar Convener, the econo- 
mists were first guided by Keynesian thought. But 
when deficit spending to pump up a slack economy 
ballooned inflation it was realised that it was like 
digging holes in sand and the economist became 
‘Supply Sider’. Reliance was placed on the famous 
curve of Arthur Laffer which was designed to show 
that cutting tax rates could stimulate the economy so 
much that total tax-take would rise and the budget 
deficit would fall. When this did not work, the econo- 
mist became monetorist. Nobel Laureate Milton 
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Friedman holds that slow and steady money growth 
is the key to economic health. Economists became 
his followers and believed that money supply could 
be squeezed without harming economy through 
manipulation of rate of interest. When this too did 
not work, economist realised that real life is not 
that simple. There are some truths in many theories 
and pragmatic approach is for a balanced “eclectic 
package”. It is a triumph of pragmatism over 
theory. A home spun theory of economic develop- 
ment is needed. 

Despite having the third largest technical man- 
power, India has not been able to get the latest 
technology in terms of product composition and 
engineering designs. In an attempt to establish a 
parity with western technology the country would 
be trying to hit a moving target. Japan has prosper- 
ed not by offering the flag of new technology, but 
by seeking out, buying in and improving on techno- 
logy developed abroad. Explaining the compelling 
reason to keep a session relating to computers, Prof. 
Ram Prakash explained that there was a growing 
realisation that managers who did not have ability 
to use a terminal within 5 to 7 years might become 
organizationally dysfunctional. The Seminar Con- 
vener concluded by citing Rig Veda Hymn: “Let 
noble thoughts come to us from every side.” 

Dr. B. Venkatappiah, Chairman, Inaugural 
Session pointed out that unless the State Govern- 
ments were convinced of the wisdom of including 
various programmes and projects in the plans, the 
prospect of their implementation was dim. At the 
district and block level planning, the major 
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problems are to supplement resources available 
through normal channels of planning and integrat- 
ing the various activities for the benefit of the 
common man. The Integrated Rural Develop- 
ment Programme was one such attempt in that 
direction. The development banking efforts can be 
used for supplementing the available resources for 
district and block levels. While making available 
the banking resources it is to be ensured that these 
are distributed in a meaningful way and not in the 
“banking way”. Prices of various amenities have to 
be fixed keeping in view the paying capacity of the 
people. At these prices some of the investment pro- 
posals may not be bankable in the strict sense. He 
stressed the need to combine various development 
efforts for constructive purpose. 

While delivering the valedictory talk Prof. A.M. 
Khusro, Member, Planning Commission, pointed 
out that it was a satisfying feature of the Seminar 
that various issues pertaining to planning were dis- 
cussed in a pragmatic manner keeping in view both 
the practical and theoretical aspects. Many farsight- 
ed and positive ideas emerging from the discussion 
could be taken for implementation. During the first 
quarter century of planning, the rate of growth in 
India had remained around 3.5 per cent., against the 
targeted rate of about 5 per cent.. This has got 
uplifted somewhat in recent years; but structural 
changes both in the economic and political approa- 
ches would be required to maintain and further step 
up the current rate of growth. Location specific and 
regional planning constitutes one such approach 
towards the desired growth path. For this purpose. 
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the local and regional institutions should be streng- 
thened. Professor Khusro also mentioned that the 
trickle-down theory of economic development which 
stresses on growth alone ignoring the redistribution 
effects was not applicable to India in the past, 
but might well become effective in the future. The 
impact of development programmes in terms of 
improvement in the quality of life of the people 
would further enhance the redistributive effects. 
While assessing their impact, the shifts in the con- 
sumption patterns and steadily increasing propor- 
tion of consumption of non-food items should also be 
taken into account. This will help in a realistic 
depiction of the people below the poverty line at 
different points of time. According to Prof. Khusro, 
the public sector has so far performed a promo- 
tional role and has been an effective supplier of the 
basic infrastructures. It should now concentrate on 
improving its efficiency and on utilising its idle 
capacity more fully and effectively. 

In the valedictory session, Dr. P.R. Dubhashi 
pointed out that the Seminar had provided a forum 
for contributing ideas on planning from different 
viewpoints and perspectives of professionals— econo- 
mists, statisticians, scientists, administrators and 
politicians. He referred to some of the significant 
points made in the Seminar. For the success of 
planning, basic integrity is more important than the 
concepts. The Seminar was designed to perceive 
planning from various perspectives. The economist’s 
concept of planning was in terms of a consistent 
model of ends and means, of aims and instruments. 
The scientist looked at planning in terms of building 
symbiotic relationship between science, technology 
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and development. The administrator’s and man- 
ager’s concept of planning was that of assemblage 
of viable programmes and projects capable of 
being implemented successfully. The statistician’s 
concept of planning was in terms of a satisfactory 
information system at all stages of planning. But 
transcending all these concepts of planning was the 
basic concept that concerned the politician, the 
statesman and the people at large namely, the plan 
as an instrument of a historical process of political, 
economic and social transformation of a nation in 
an integrated framework of ideological, technologi- 
cal and institutional change. If planning has to have 
any meaning and validity, then each of the partners, 
the politician, the economist, the technologist, the 
administrator and the statistician must have basic 
integrity in planning. Planning is a matter of both 
political choice and economic arithmetic, but before 
economic arithmetic comes the political choice. The 
choice between different goals of planning is essenti- 
ally a political choice. Selection between faster or 
slower growth rate, between rate of growth and 
pattern of distribution, rural and urban growth, all 
have elements of political choice. Before planning 
is undertaken, the politician may decide between 
one pattern of planning as against another 
but once the choice has been made, the politician 
must have the integrity to clearly take responsi- 
bility for his choice and must have the courage 
to go to the people and tell them what is possible 
and what is not possible and what the Plan 
intends to do or does not intend to do. Making 
certain political, choice for those who have to do the 
exercises pf planning but saying something quite 
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different to the people would cast doubt on the 
credibility of the plan itself. The integrity of 
economists again lies in clearly telling the political 
authority the logic of a consistent economic model 
and its imperatives in terms of limitation of achiev- 
able goals in relation to resources or in terms of 
instruments of planning. Similar is the integrity of 
the administrator and the manager. While the 
administrator is bound to carry out as best as pos- 
sible programmes and projects in pursuit of political 
choice of planning, he also likes the economist to 
fearlessly state what can be implemented and what 
cannot be. Planning which is incapable of being 
implemented, can only prove counter-productive in 
the long run. Finally, it is the statistician’s onus to 
provide data base for planning as well as informa- 
tion system for monitoring. He must see that under 
no circumstances are data distorted or statistics 
manipulated because in that case statistics may be 
worse than the lies and nobody would believe in 
them and the plans based on them. Once this basic 
integrity is ensured on all sides, attention could be 
concentrated on making planning more effective. 

According to the Director of the IIPA, apart 
from integrity, the Seminar deliberations brought 
out the roles that the eonomists, administrators and 
the statisticians should play for effective planning. 
In constructing the model, the economist is faced 
with multiple goals of planning like higher rate of 
growth, equitable distribution both class-wise and 
region-wise and, maintenance of the equilibrium of 
the economic system. For fulfilling these goals the 
ocoqorqist must devise instruments which are 
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adequate, robust and efficient. But in the present 
economic situation in India the economist is faced 
with increasing difficulties in devising adequate 
instruments of planning. Instruments like taxation, 
exchange manipulation, price and wage regulations 
have become blunt while on the other hand, the 
resource constraint is getting more and more acute 
despite the increase in the rate of savings of nearly 
20 per cent, of GNP. Faced with these restrictions 
on the resources and instruments of planning, the 
economist must lay greater emphasis on the effici- 
ency of investment. In recent years, the capital-out- 
put ratio is getting more and more adverse. Causes 
for this should be identified and steps taken for in- 
creasing the efficiency of investment. In agriculture, 
with the zero percent, growth in land availability, the 
prospect of increasing production would be possible 
only if there is a greater investment in irrigation and 
other agricultural inputs. Agriculture, therefore, has 
become a demanding sector. It demands increasing 
investments but these investments do not yield 
adequate returns because they are not effective. For 
example, because of the defective water conveyance 
system, tailenders do not get water and about 25 
per cent, of the area under sugarcane is estimated to 
be water-logged. What is important is, therefore, 
not how much is invested, but how well invested. 
One of the reasons for less adequate return from 
investment is the failure in the maintenance of assets. 
Replacement and maintenance have been neglected 
and, therefore, it has become necessary to prepare 
a “maintenance plan” as complementary to the 
“development plan”. Also, there has been in recent 
years heavy expenditure on non-development items 
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which needs to be curbed. Planning is faced with 
another difficulty namely, demand for more welfare 
programmes . Thirty years ago, Nehru said that the 
present generation was sentenced to hard labour. 
People, therefore, put up with capital investment 
which did not yield immediate return, but now their 
purchasing power has eroded and they cannot 
afford to buy essential consumer goods though at 
the same time their expectations have increased. 
Hence, States are going in for welfare projects like 
employment guarantee schemes, old age pension, 
subsidised distribution of rice, mid-day school meal 
and so on. These demands are bound to increase 
and are bound to cut into investments in heavy 
investment sectors like power or irrigation. It is 
necessary to find out how these welfare programmes 
can also contribute to the creation of material 
assets as well as productive efficiency of the people 
and thereby contribute to higher production. 

Administrator has a crucial role to play in 
increasing efficiency of investment. He has to see 
that programmes and projects are carefully identi- 
fied, scientifically formulated, resolutely implement- 
ed, closely supervised and monitored and properly 
evaluated. The statistician has to come to help by 
providing adequate data base for plan formulation 
and for developing a management information and 
monitoring system which is both simple and com- 
prehensive and workable at various levels and in 
different departments. 

Concluding his observation, the Director of the 
IIPA pointed out that the development was not just 
a question of investment but also of technology. 
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Significant development in technology is possible 
only on the basis of scientific advances. At the same 
time, breakthrough in scientific laboratories is capa- 
ble of application in the field only on the basis of a 
range of intermediate steps which are required for 
the transfer of technology from the laboratory to 
the field. Adequate resources have, therefore, to be 
provided for providing innovative chain. Building 
up symbiotic relationship between science, techno- 
logy and development should be accepted as a long- 
term national responsibility as in Japan. 

The Director also felt that the topics taken up 
in the Seminar required extensive deliberations. The 
Indian Institute of Public Administration will con- 
tinue to explore possibilities of organising special 
seminar for indepth discussion on issues of topical 
interest. The Institute is committed to better 
working through higher standards of public 
administration. 

Giving an overview on the Seminar, Prof. Ram 
Prakash, Seminar Convener pointed out that the 
outcome of an economic effort is the result of orga- 
nizational structures, management systems and the 
people. The thrust of the Seminar was on manage- 
ment systems. The four days spent by the partici- 
pants in the company of eminent economists, 
scientists, technocrats, practitioners and manage- 
ment experts was a period of intensive learning and 
reflection. According to him, in the course of indepth 
discussion one often found oneself in waist deep 
muddy analysis struggling to extract lessons which 
might differ from person to person. On status of the 
Iqdian economy, consensus was that it is certainly 
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a growing economy but productivity is below 
potential. The incremental capital-output ratio is 
increasing. Even if, in absolute terms, a substantial 
number has been added to the class of the non- 
poor over the last few years, the terrible problem 
of the poor below poverty line still remains 
terrrible. Irony is while India holds some of the 
greatest riches on earth it is one of the world’s 
poorest countries. A satisfactory solution to the 
problem of inefficiency, waste and sluggish techno- 
logical progress has got to be found. The very 
realisation of these facts by the participants was in 
itself a positive achievement of this Seminar. The 
validity of the system of economic planning was 
questioned on many counts and a large number of 
good suggestions were made in the Brain-storming 
Session to develop alternative policies with wide 
appeal. The betterment of planningcraft is a con- 
tinuous process. According to him, the Seminar 
provided: (i) a genuine forum to express dissatisfac- 
tion; (ii) an opportunity for soul searching; and 
(iii) venue to establish and strengthen contacts 
among co-professionals. The Seminar Convener 
concluded by expressing the shared determination 
of the participants: 

Good better best; 

Let us not rest; 

Till our good is better. 

And our better becomes best. 

Prof. M.V. Mathur, Vice-President of the IIPA, 
proposed a vote of thanks to Prof. A.M. Khusro 
for his valuable participation and thoughtful 
remarks. He qlso thanked the seminarists for their 
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sustained interest and constructive contributions. 
According to Prof. Mathur, the process of plan- 
ning is bound to suffer from some pitfalls in view of 
mixed economy, multi-party political structure and 
distributed Centre-State responsibilities. The prac- 
tical wisdom lies in identifying areas lagging 
behind and devising improvements in the planning 
system after taking into account various socio- 
economic compulsions. He hoped that the IIPA 
would provide more opportunities for such delibera- 
tions for improving the planningcraft. 


Ram Prakash 
Seminar Convener 




1. MACRO PLANNING TECHNIQUES AND 
POLICIES 


1.1 Theory and Techniques of Macro Plan 
Design 

1.2 Inter-sectoral Balances and Policy 
Questions 




1.1 Theory and Techniques of Macro Plan Design 

Discussion Leader 
Prof. Sukhmoy Chakravarty 
Delhi School of Economics 
Chairman 

Economic Advisory Council to Prime Minister 

Professor Chakravarty emphasised that issues 
concerning macro and micro planning cannot be 
viewed in watertight compartments. A macro 
model is the aggregation of micro results. To 
achieve certain growth rates we might look either 
from the point of view of macro situation or from 
the micro angle. The macro growth rate could 
be weighted in favour of micro targets or vice 
versa. The two are not mutually exclusive in the 
context of Indian planning. We could achieve a 
higher growth rate with change in production func- 
tions, but these changes need not be consistent with 
micro objectives. The distinction between the macro 
and micro from the policy point of view depended 
on the economic environment and, specific problems 
under consideration. 

In macro plan design one has to keep in view 
three important factors— (i) structural features, 
(ii) number of policy instruments vis-a-vis number 
of targets, and (iii) assignment of instruments to 
targets. From structure point of view, the major 
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considerations are whether one is dealing with open 
or closed economy relative price stability; and 
relation between money flows and real flows. 
Referring to Tinbergan approach, Prof. Chakravarty 
mentioned that basic issue of macro plan design 
was how to maintain a balance between the number 
of policy instruments and targets to avoid inconsis- 
tencies. The number of instruments should normally 
be equal to that of targets in an economy. If the 
number of instruments were less than those of 
targets, then, in general, the viability of macro plan 
could be questioned. At conceptual level, the basic 
problem with Indian economy had been that there 
were multiplicity of targets and a limited number of 
instruments. A pragmatic approach was needed in 
linking the instrument to target, so that proper 
balance was worked out between short and long- 
term objectives of growth and distribution. In 
Indian planning, attempt had been made to achieve 
a mix of the two. The instruments of public invest- 
ment and market borrowing had been most widely 
used and those of tax rates were used to the limited 
extent. The instruments like wage rates, exchange 
rates and money supply had not been fully utilised 
to resolve problems of the poverty of the large mass 
of population. 

Discussion on the subject showed that concerted 
attention needed to be given by economic planners 
for establishing a proper balance between instru- 
ments of policy and targets on objectives. Above 
all, success of plan efforts depended on able 
administration. Allocation of funds on the basis of 
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capital-output ratios was not sufficient for econo- 
mic success of our plans. Prof. Chakravarty agreed 
that economists and administrators at policy and 
field levels must work together to ensure consistency 
and feasibility of planning. 



1.2 Inter-sectoral Balances and Policy Questions 

Discussion Leader 
Prof. Y.K. Alagh 
Chairman 

Agricultural Prices Commission 

Explaining the policy logic behind the five year 
plans, Prof. Alagh mentioned that according to 
traditional economics, to take an example, con- 
sumption is a variable, dependent on population, per 
capita income and income distribution. Tinbergan 
gave a different and powerful, approach namely, that 
of the modern theory of economic policy. This visua- 
lised a reverse process. In the example, consumption 
can be postulated as a target and other variables, 
for example, per capita income and its distribution, 
as policy instruments. This gave a powerful tool for 
analysis. This approach called for first, quantifying 
the policies earlier stated in general terms and second, 
making the policies consistent with the targets. It is 
an universal phenomenon that social and political 
forces press hard for inclusion of a number of 
objectives. Unless the required number of policy 
instruments are provided, the approach is likely to 
be unfeasible. The consistency and quantification of 
various targets and policy instruments are the heart 
of model building. With this approach, the five year 
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plans can also be seen basically as policy models. 
In fact, economists like S. Chakravarty and 
J. Sengupta had reformulated the analytical variants 
of earlier plan models in this “policy theoretic 
framework”. 

At a formal level, according to Prof. Alagh, 
there are five balancing systems in the five year 
plans. First is the macro balance. The target of 
income growth is related to total investment requir- 
ed through a relationship of incremental investment 
and incremental output. From the total investment 
the financial resources available from the rest of the 
world are deducted and the balance is met through 
domestic savings. Second is demand modelling. 
Some of the best technical work in the world in this 
area has been done in India. Over the last 20 years 
data have been collected from nearly 100 thousand 
households indicating how they have been consum- 
ing various commodities. The consumption demand 
systems were built up separately for the rich and the 
poor, rural and urban and in their different combina. 
tions. We have annual data on these aspects through 
the National Sample Survey. The information pro- 
cessed indicated how the household consumption 
reacted to different price levels and income con- 
straints for ten or twelve major groups of commodi- 
ties. Details of commodity demand changing with 
reference to income levels have been worked out for 
about sixty commodities additionally. With the help 
of this methodology one can assess how the shifts 
take place in the consumption pattern of the urban 
rich and the urban poor, and the rural rich and the 
rural poor with the changes in income. Given the 
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income targets of the Indian economy after allowing 
for foreign exchange and domestic savings balancing 
items, we could experiment with the possibilities of 
requirements of different commodities with the 
change in redistribution of income towards the end 
of one or two plans. The third system is derived 
from the first two and relates to material balances. 
It is based on the statistical and technological 
information given by different subject divisions of 
Planning Commission and Central Ministries. Input- 
output is the related fourth balancing system. This 
system also determines the requirement of inputs. 
Projections of exports are handled separately outside 
the system through exercises by Working Group 
appointed for the purpose. In these exercises, among 
others, both the Reserve Bank and Commerce 
Ministry are associated. Given the income target, 
consumption pattern, redistribution structure, input- 
output relations based on technological and statisti- 
cal information, the Sixth Plan developed the fifth 
balancing system for determining investment require- 
ment for different sectors. 

To assess the robustness of the system and to 
determine the directional thrust the balancing 
systems were sensitivised for different policy instru- 
ments. Out of various alternative scenarios, four 
major issues emerge regarding the agricultural 
economy: (i) food has an over-riding importance in 
ensuring non-inflationary growth and redistribution 
objectives; (ii) dim prospects for achieving cropped 
area growth of 0.3 per cent, per annum; (iii) the 
operational efficiency of our farmers is much lower 
than the outcomes achieved under experimental 
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conditions; and (iv) as a consequence of the three, 
agriculture is a sector which requires considerable 
priority for investment. In addition, there is the 
constraint on investible resources due to the high 
priority need of augmenting energy resources and 
their efficient use. The Planning Commission’s 
work on agricultural sub-modelling and energy 
policies are related with these questions. 

In the course of discussion, it was pointed out 
that maintenance of assets is becoming another 
constraint on investible resources. The State Govern- 
ments at the time of submission of their Plans 
show lesser non-plan outlays to produce a bigger 
and unfeasible plan. A suggestion was made that a 
study might be made about relative productivity 
of maintenance and development expenditures. 
On the question of updating material balances, 
Prof. Alagh was of the opinion that it was not 
necessary to revise these every year unless some 
drastic development took place. Mid-term plan 
reviews after 2 and 2 \ years are in fact exercises in 
that direction. 

In further discussions on the employment and 
poverty removal oriented objectives of the Plan, 
Prof. Alagh pointed out that the purpose of the 
agricultural and employment “sub-models” of the 
five year plans was to demonstrate the need of 
meeting production targets, redistribution goals like 
land reforms and of important input targets like 
irrigation in meeting these goals. Such work pro- 
vides the necessary data-based focus on the links 
of the investment plan with important organization 
issues like rural development planning organizations 
^nd policies- 





2. SYSTEMS VIEW AND TECHNOLOGY 
POLICY 

2.1 Systems View of Management of 
Economic Development 

2.2 Technology Policy 



2.1 Systems View of Management of Economic 
Development 

Discussion Leader 
Dr. L.K. Wadhwa 

Director Institute for Systems Studies and Analysis 
Ministry of Defence 


Dr. L.K. Wadhwa initiated the discussion and 
mentioned that systems analysis may be described 
as a systematic approach to helping a decision- 
maker choose a course of action by investigating his 
full problem, searching out objectives and alterna- 
tives, and comparing them in the light of their con- 
sequences, using an appropriate framework in so 
far as possible analytic— to bring expert judgment 
and intuition to bear upon the problem. 

To facilitate decision making, a systems analyst 
builds models which are invariably based on certain 
implicit/explicit assumptions. The models help to 
identify the parameters that have an important 
bearing on the problem and in respect of which 
information/data need to be collected; and, also 
those that have a critical bearing on all its facets. 
A number of tools and techniques are available for 
use in the quantitative analysis of the problem. 
f CQst-Effectiyeness7‘Cost-Benefit’ analysis is one 
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of the most commonly used techniques, particularly 
for decision-making in the planning for economic 
development. The ‘costs’ and ‘benefits’ of any 
effort are defined in quantitative terms. The required 
resources are compared with those that may be 
available. To establish a balance between the ends 
and means, a large number of iterative exercises are 
invariably carried out, necessitating, more often 
than not, suitable modifications of the aims and 
objectives. The number of iterations depends upon 
the complexity of the problem. The practical 
difficulties involved in the quantification and 
measurements of certain parameters were highlighted 
and discussed at great length. 

More often than not, one of the most important 
facets a systems analyst is required to study and 
investigate, is the ‘future.’ To an analyst, future is 
not something that is unique, inevitable or 
pre-ordained and something that is to be passively 
accepted and endured with resignation but, it is 
something that has a variety of contours and con- 
tents and can be designed, to a large extent, by 
conscious human efforts and will. A variety of 
futures are possible and the occurrence of one or 
the other can be largely influenced by conscious 
human choice and preference; and, the resources 
and efforts harnessed in its realisation. 

It is a common experience in a physical universe 
that the control and regulation of a massive body 
moving at high speed requires considerable effort 
and time. Heavier the body and faster its speed, the 
larger the effort and longer the time that will be 



Systems View and Technology Policy 


35 


needed for it to be able to respond to any corrective 
measures introduced to regulate its motion. The 
galloping rate of change of modern science and 
technology has made it imperative to anticipate the 
future as the impact of any change introduced in 
the present can be discernible only in the future. 
Therefore, in order to be able to realise a certain 
preferred future, the required action has to be taken 
at a sufficiently early time. Hence, the imperative 
need for meeting future uncertainties. 

Some of the well known and reasonably well 
established techniques for prognosticating the future 
are the Dalphi, Trend Extrapolation, Mathematical 
Models, Simulation, Scenarios, and Cross Impact 
Analysis etc. 

In the course of the discussions, it was emphasis- 
ed that application of management system to 
economic development will call for clear and com- 
plete answers to the following five questions : 

(a) What is needed to be done ? 

(b) Who is required to do it ? 

(c) When is it required to be done ? 

(d) How is it to be done ? 

(e) What will be the costs involved in doing 
what is needed to be done ? 

It also emerged that planning, execution, moni- 
toring, evaluation and realisation of the objectives 
become easier and more effective when assigned 
responsibility is commensurate with delegated 
authority and provision of adequate measures is 
made for accountability, . 



2.2 Technology Policy 


Discussion Leader 
Prof. M.G.K. Menon 
Member 

Planning Commission 


The technology policy must be viewed, according 
to Prof. M.G.K. Menon, Member, Planning Com- 
mission, in the background of six basic elements 
of technological progress. Firstly, although a cen- 
tury ago development of science took place separa- 
tely and independent of technology, in modern age 
these two bear a symbiotic relationship. Technology 
is not self-contained. A very large part of present 
production process in every field involves a great 
deal of science. All major technological develop- 
ments are based on scientific methods. Electro- 
magnetism is the heart of electrical engineering and 
energy industry. Nuclear technology is based on 
electronics arising out of modern understanding of 
solid state physics. Secondly, technology is not 
factory or hardware oriented only. It should be 
considered in wider sense as it now includes soft- 
ware, biotechnology encompassing innovation 
change etc., Thirdly, the industrial revolution had. 
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two main features of mass production and standar- 
disation, but the modern computers with greatly 
enhanced capabilities of storage, handling and 
application of data have brought about information 
revolution. Fourthly, in innovation change each 
successive step from laboratory innovation onward 
to commercial production is more expensive. The 
research and development at laboratory stage which 
is the first step in innovation, is estimated to involve 
only about 10 per cent, of the total expenditure on 
product development. The remaining 90 per cent, of 
the expenditure is required in the down innovation 
change steps. In Indian context, the biggest problem 
save defence research, is that adequate funds are 
not available for successive steps of converting 
laboratory know-how into industry know-how. Fifth- 
ly, poor coordination between researchers and end 
users did not permit utilisation of results of research 
and development efforts for commercial production. 
The design and consulting engineers’ efforts must be 
linked to the research and development activities for 
innovation change. Lastly, technology is a part of 
total system. For instance, in agriculture, seed deve- 
lopment efforts cannot give desired results unless 
adequate provisions are made for fertilisers, pesti- 
cides, irrigation, soil testing and development, and 
training of extension workers. Upto seventies, 
technology development was based on the assump- 
tion that energy was abundant and all outputs could 
be stepped up by mobilising more capital and 
labour. These assumptions are no longer true. 
Natural resources constraints and employment 
considerations are now important in choice and 
development of technology. There are stringent 
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regulations particularly for chemical technology on 
what one could discharge into the environment like 
of which did not exist in the fifties and sixties. 

Regarding technology policy in India of January 
1983, Prof. Menon observed that India had been a 
part of open world system and had no hesitation in 
accepting technology from other countries through 
trade, aid and other arrangements. Over 7,000 tech- 
nical collaboration agreements of wide spectrum 
have been entered with different countries like U.S., 
U.K., France, Italy, Japan, USSR, East European. 
Currently, about 500 to 600 are being concluded 
every year. As such, it is not correct to allege that 
India is restrictive in accepting the technology from 
abroad. Secondly, India never had autarchic 
attitude towards technology i.e. we will ourself 
develop. We believed in judicious mix of indige- 
nous and imported technologies. 

According to Prof. Menon, adoption, acquisition 
and development of technology are time and money 
consuming activities. These must be planned pro- 
perly. Every technology must be broken down into 
its components so that decision on “made” or 
“buy” could be taken in long-term national pers- 
pective. In selection of technology we so far had 
piecemeal approach, judged from the point of view 
of individual firms. No one can give readymade 
technology suitable to our socio-economic condi- 
tions, We must develop our own system of adapta- 
tion and absorption. This is possible if we have 
adequate scientific capability in our country. The 
scientific education in our country should be im- 
proved and technology development must be relevant 
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to the needs of our country. Adequate provision 
must be made for research and development. The 
current level of expenditure of about Rs. 200 crores 
in research and development does not significantly 
contribute to design development and process 
research. Bulk of it is spent on quality control, 
market research and product differentiation. A 
central coordination set-up modelled on the basis 
of Japan’s Ministry of Industry and Technology 
Imports (MITI) could be very useful in monitoring 
technology imports and their absorption. In early 
70s, Japanese decided to be at top in electronics and 
automobiles. Through an elaborate planning pro- 
cess, government and private industries assigned 
responsibilities to each for specialization in their 
allocated areas. On the same lines, we can identify 
certain sectors for technological development, deter- 
mine goals and the total system could be made to 
work to achieve the mission. Prof. Menon was of 
the opinion that import of technology through some 
Technology Import Corporation will have adminis- 
trative problems. 

Problems of inter-firm horizontal transfer or 
diffusion of technology due to restrictive clauses in 
collaboration agreements with foreign firms and 
transfer of obsolete or outdated technology under 
the garb of appropriate or intermediate technology 
were pointed out. Some of the other contributions 
made on the subject in the course of seminar pro- 
ceedings related to exchange of experience in trans- 
fer of technology. Nine to twelve international 
monopoly firms forming a cartel have established 
binding contractual ties among themselves. These 
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agreements stipulate, among others, terms of sale, 
mechanism of meeting in advance of tenders, guide- 
lines for price fixing, procedures for allocating 
orders and payment of compensation by successful 
bidders. Realities of business are “give and take”. 
If we want an exchange of technology we can do it 
only if we are strong ourselves. Even with the third 
largest technical manpower in the world we have 
not been able to modernise product composition and 
formulation, design and redesigns. If we start 
assembly line units for foreign components, we are 
only having “screw driver” factories. This is not 
transfer of technology. How many of these colla- 
borations which are in fact marriages of conveni- 
ence, will ultimately end in divorce, is yet to be 
seen. In this context, self-reliance has a purpose. But 
there is a limit up to which we can go. It is an 
uphill race. In an attempt to establish parity we 
will be trying to hit a moving target. Japan has 
prospered not by flying the flag but by seeking out, 
buying in and improving on technology developed 
abroad. For technological breakthrough we have 
two choices: (i) to reinvest and by the time we 
develop our product there is danger of its being 
obsolete; or (ii) to make a deal with the one who 
makes the best products in the world. To take full 
advantage of (ii) we must have a good base of our 
blue sky experimenting basic research. Concerted 
efforts are called for to strengthen our teaching 
of science research, and development. 


3. PLANNING PROCESS 


3.1 Inter-face of Planners with Political 
Executives in Economic Planning 

3.2 Resource Mobilisation at Centre 
and States 

3.3 Integrated Planning — Grassroot 
and Upward 





3.1 Inter-face of Planners with Political 
Executives in Economic Planning 

Discussion Leader 
Shri P.N. Haksar 
Former Deputy Chairman 
Planning Commission 

Shri P.N. Haksar mentioned that he was not an 
economist, not a planner, whatever planning in 
India might mean, and not even a politician. He 
was a lawyer, but by a combination of chance and 
accident, he got enlisted as a member of the Indian 
bureaucracy. And since he had spent fairly a large 
segment of his life as a member of the bureaucracy, 
he regarded himself as a bureaucrat, or some sort 
of a management specialist. 

With the sort of background of experience, he 
has become intensely conscious of interconnection 
between things. Even if we disconnect things for 
the purpose of investigation and analysis, we must 
not forget to reconnect them and then see how 
any system works, be it a simple electrical system 
or a mechanical system or the more complicated 
social, political, economic, cultural and value 
systems. 
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According to him, it is not necessary to elaborate 
further on the theme of ‘interconnection of things,’ 
more specially to an audience of the type partici- 
pating in the Seminar. Perhaps, the complexity 
involved could be underlined by taking the example 
of management of a manufacturing enterprise, large 
or small. Such a management involves understand- 
ing the interconnections between capital and the 
output within a process which involves interaction 
between machinery, materials, human skills, human 
motivations, the market and, of course, the consu- 
mer. The market might be the national market or 
the international market, or a combination of both. 
If the single link is missed, failure would be 
guaranteed. It, of course, assumes that an Indian 
entrepreneur or capitalist is sensitive to something 
more than the simple calculation of personal enrich- 
ment and looking upon profit as the end-product of 
working machinery, men, materials with efficiency 
and integrity and keeping consumer satisfaction as 
his reward. It should not be difficult to see that this 
sort of management of a manufacturing enterprise 
in an ancient semi-feudal society, is not automati- 
cally achieved and that value system and culture 
appropriate to a trader is totally inappropriate for a 
person who likes to call himself an industrialist in 
our country. 

He emphasised the word ‘in our country’ 
because the process of modernisation through 
modern industry and modern agriculture has both 
universality and specificity. This would be evident 
to any economic historian who has familiarised 
himself with what took place when the mediaeval 
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England, France, Germany and Japan took to the 
path of industrial revolution. And, in the process, 
each produced a definitive pattern based on cultural 
and historical specificity of the country concerned. 

Despite years of planning in our country, he 
discovered to his utter horror that the most vital 
interconnections or linkages were missing. Econo- 
mists have tended to think that planning is some 
sort of exercise in which they can display their 
learning and technical virtuosity. The politicians, 
barring a few honourable exceptions, think that 
planning and Planning Commission are a sort of 
homage to their appearing to be enlightened. As an 
observer of the drama of planning in India, he said 
that he had been witnessing two recurring scenes : 
(i) where economists, out of cowardice or mental 
confusion, totally ignore the vital parameters, e.g. 
politics, value systems, social structure, agrarian 
structures, cultural heritage and institutional 
mechanisms; and (ii) where politicians think that 
good politics consists of “spending money” un- 
related to the creation of assets and in total dis- 
regard to the most elementary and primitive 
necessity of output being more than the input. The 
result has been that operationally and despite the 
technical virtuosity of the planners, the plan in India 
degenerates into allocation of money which is then 
spent on purposes which the politicians regard as 
vote-catching for the time being. Words like ‘pro- 
ductivity,’ ‘efficiency,’ ‘asset creation’ are all bandied 
about in the same manner as we glibly talk of 
‘secularism,’ ‘socialism,’ ‘equality,’ ‘casteless 
society,’ ‘truth’ and ‘non-violence’ etc. etc., While in 
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Japan, Statistical Quality Assurance, Operations 
Research, Systems Analysis are integral and essen- 
tial part of consciousness of management, workers 
and production engineers, in our country they are 
regarded as some exotic piece of thoughts of mathe- 
maticians and statisticians. 

According to Shri Haksar, we are all familiar 
with the results of the failure to see that a planned 
development of our country, divorced from the con- 
commitant variables of politics, economics, social, 
educational, health, cultural and other linkages, 
produce dissonances, tensions, regional and intra- 
regional imbalances and consequently the structural 
instability of our political system. There has been a 
constant shortfall between the growth targets and 
the targets actually achieved; a constant increase in 
the capital-output ratio reflecting wastages, corrup- 
tion and inefficiency. While the planning is con- 
ducted under the banner of ‘growth with stability,’ 
and ‘growth with social justice’, we have neither 
achieved stability nor social justice. 

He desired to emphasise, for the benefit of those 
economists who measure things with such breath- 
taking vigour, that in human affairs, it is not persua- 
siveness of a number representing GNP or its 
distribution which counts. What counts is the con- 
tinuing and continuous tension between achieve- 
ment and aspirations. People in millions are agitated 
and excited by the feeling of injustice, the feeling of 
deprivation, the feeling of inequality in our society 
where life-styles of ‘haves’ and ‘have nots’ are so 
outrageously askew. 
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Our politicians stimulate, in pursuit of power, 
higher and higher aspirations. He did not desire to 
suggest that that was wrong in a country like India 
where millions suffer deprivation and even destitu- 
tion. But then, politicians who fail to manage the 
aspirations aroused, must know that they are play- 
ing a short-term game and that sooner or later, a 
credibility gap develops which is destructive of the 
process of national integration and social and 
political stability. 

Japan, which consciously set itself the task of 
modernising the country after the Meiji Restoration 
in 1868 recognized the absolutely critical importance 
of liquidation of illiteracy in the country. This they 
did in the course of ten years. They recognized the 
necessity of agriculture producing the necessary 
surplus to sustain industrial development. Sixty to 
seventy per cent, of capital invested in the industriali- 
zation process in Japan was drawn from agriculture 
by the feudal lords of Japan. In our country, the 
total number of illiterates continue to grow. In our 
country, even the rich farmers do not contribute 
anything by way of direct taxes to the defence of 
the country, let alone to its modernisation and 
industrialisation. All these years, our commercial 
irrigation has been producing losses. Our power 
generation produces losses, our State transportation 
system produces losses and so on. 

According to Shri Haksar, our economists think 
that their task is done when they have written out 
the prescription. However, as per his contention, 
their prescriptions are based on wrong diagnosis, 
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with the result that the health of the country 
deteriorates. The central point of the diagnostic 
error has been the easy assumption that develop- 
ment is merely ‘economic’ development. Develop- 
ment has never been conceived and, where con- 
ceived, our economists have never insisted upon a 
policy frame for changing our historically specific 
Indian society with its institutional, religious and 
cultural components. In brief, they have never 
articulated systematically that the economic deve- 
lopment has its necessary counterpart in social and 
cultural patterns and value systems. In such a 
situation, there is always a hunt for the scapegoat 
and the most easily available target is the bureau- 
crat. Bureaucrats certainly have their responsibili- 
ties. But what are those responsibilities ? Firstly , 
they must carry out Government’s policies faith- 
fully with integrity and commitment; secondly, they 
must inspire confidence among the people that 
between different castes and classes, a bureaucrat 
will be guided strictly by the merits of the case and 
make decisions within the framework of policies 
announced by the Government, There is, of course, 
the implicit assumption that Governments do formu- 
late clearly-defined policies and sustain it over fairly 
long period of time. 

It is by now well known that in the recent years, 
and more specially, during and after the emergency, 
bureaucracy as a system has been totally eroded 
and CQrroded by the most arbitrary exercise of 
political power leading to the near collapse of 
bureaucracy as a functioning system within the 
framework of objectively operated rules and regula- 
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tions. The result is that bureaucracy, as an instru- 
ment, has been blunted. We have not created a 
political instrumentality reaching out to the masses 
of our people, and securing for them their rights. 
It is, therefore, not surprising that allocation of 
resources for uplifting the small and marginal 
farmers, the rural poor, the Harijans, the unemploy- 
ed, fail to produce the desired results. All that we 
have is a sort of political ‘tokenism.’ 

Shri Haksar continued that in whatever he had 
said so far, he should not be misunderstood. It was 
no part of his intention to establish the proposition 
that all our ills could be traced to that abstraction 
called ‘political will.’ The ‘political will,’ in its turn, 
is equally a reflection of the general will. Political 
will also interacts with whatever economists, scien- 
tists and technologists say. And when our econo- 
mists argue that they are not concerned with politics 
or take politics for granted, they are equal partners 
in producing or perpetuating our political, social 
and economic malaise. According to Shri Haksar, he 
was forced to say that because he had come across 
in our country a fairly large number of our econo- 
mists who say that politics is not their concern. To 
say the least, such an attitude is not only absurd, 
but is singularly devoid of public morality. A 
similar sort of attitude prevails even among our 
scientists. They simply fail to articulate their well 
considered opinions as scientists and technologists 
on a large variety of matters concerning science 
organisation in our country, the area of thrust, the 
translation of the concept of self-reliance in scienti- 
fic and technological terms, the question of peer 
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assessment in India of scientific work, the question 
of goal-oriented research etc.. In this view of the 
matter, our economists need to educate themselves 
about the political processes and politics. Our 
scientists need to become equally sensitive to politics 
and economics. Unless this is done, we shall 
continue to live in the light of short-term politics 
which, in the long term, produces guaranteed 
national failures and consequent crises of one sort 
or another. 

Modernisation of ancient Indian society without 
social reforms, educational reforms and without 
passionately and consistently promoting secularisa- 
tion process and increasing the ambit of scientific 
temper, according to Shri Haksar, may produce 
quantitative changes in economics and other indi- 
cators, but would not create an India holding its 
head high among the nations in the world and truly 
self-reliant subject of history rather than an object 
of other people’s machinations. 

In reply to questions, Shri Haksar clarified that 
it was not a matter of removing suspicion between 
the politicians and the civil servants but of dealing 
with the complex system of dissonances where the 
value system of family, caste and creed of ancient 
society comes in conflict with that of modern times 
and a change has to take place. It is not true that 
the required money input for research and develop- 
ment is lacking. Institutes like the Council of 
Scientific and Industrial Research (CSIR) have been 
set up and have employed able scientists. But the 
drawback is that the CSIR system has no well 
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defined objectives. Science and technology are today 
the product of organised systems and have so 
developed in USA and other industrial countries. 
The problem in India, therefore, is not of investment 
patterns in research and development but of defin- 
ing clearly the technological goal and then giving it 
to the public/private sector for development. 

Shri Haksar emphasised that there is a need to 
re-examine the whole complex system of education, 
from primary to university. The functioning of key 
institutions should be made more useful. The Plan- 
ning Commission should be a highly professional 
body with political linkage at Prime Minister’s level 
and should indicate what is possible under the given 
political parameters. The Commission should pro- 
duce plans with alternative assumptions- It should 
also provide a plan-frame for all the States. 
Resource mobilisation in India is regarded as a 
cardinal political sin. Internal resource mobilisation 
within a democratic framework is the heart of the 
matter for planned development with self-reliance. 
The resources then need to be utilised in the best 
possible manner to satisfy the basic needs of the 
700 million people. 



3.2 Resource Mobilisation at Centre and States 

Discussion Leader 

Prof. M.J.K. Thavaraj 

Indian Institute of Public Administration 

New Delhi 


The constraint on five year development plans 
due to continuing limited scope of mobilisation of 
financial resources at the Centre as well as in the 
States is becoming more intense despite increasing 
deficit financing. Some of the reasons for the recent 
shortfall in the resources of the Centre are : 
(i) higher Central assistance to States, (ii) decline in 
surplus from current revenues due to increase in 
expenditure on defence and higher interest pay- 
ments, and (iii) lower contribution of Central Public 
Enterprises and higher non-plan loans to Public 
Enterprises. The short falls in States’ resources 
occurred mainly due to : (i) lower surpluses from 
the current revenues, (ii) substantial decline in the 
contribution of their enterprises like State Electric- 
city Boards and Road Transport Corporations, and 
(iii) non-fulfilment of the Annual Plan target of 
Additional Resources Mobilisation in a few States. 
In case of States, the shortfall in resource and expen- 
diture was met through accommodation from the 
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Reserve Bank of India. The overdrafts of States 
have increased to about 19 times over the last 
twelve years. At the end of March 1970, States had 
outstanding overdrafts aggregating at Rs. 92 crores 
which soared to Rs. 1,743 crores involving nearly 
12 States. These were cleared number of times with 
Central assistance and it was hoped that the States 
would not resort to overdrafts again. The problem 
had appeared again and again. 

Analysing the problem of resource mobilisation. 
Prof. M.J.K. Thavaraj pointed out that main base 
for mobilisation at Centre is industrial and com- 
mercial enterprises. Due to focus on industrialisation 
the Central tax instruments have an expanding base. 
On the other hand, main base at the States level 
are land and land related agriculture which cannot 
be expanded very much. The large bulk of income 
from land accrues to the subsistence sector and the 
available instrumentalities are far too inadequate to 
mop up the large surpluses that have accrued to 
the rural elite in recent years. The existing land 
revenue system is regressive and static. Even where 
progressive surcharges are imposed on land revenue 
it is incapable of tapping enough out of the income 
of these who have ability to pay. There is demarca- 
tion between Centre and State functions and their 
sources of revenue under the federal structure of the 
country. The residual powers belong to the Centre. 
Over the last three decades, the scope of welfare 
and development activities of the States had been 
increasing and the State sources of revenue had not 
expanded correspondingly. The resources of the 
States have also been reduced due to expanding 
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coverage of tax on certain commodities by Centra] 
Government which were earlier being taxed by the 
State Governments. In addition to relatively more 
elastic taxes, Centre has massive command on 
sources of fund like foreign exchange, credit and 
surpluses from public enterprises. In case of States, 
the per capita tax depends on the extent of its 
economic development. There is also inability of 
the States to borrow from the financial institutions 
as these institutions work at the command of the 
Centre. 

According to Prof. Thavaraj, most important 
fiscal problem in a federation is the manner in which 
the gap between needs and resources are covered. 
Its acuteness is inherent where fiscal powers are 
concentrated in the Centre while federating units 
are loaded with expanding functions. Though fiscal 
transfers are natural and justifiable, both givers and 
takers are dissatisfied with the existing arrangements. 
The fact that more than 60 per cent, of the plan 
finances in the States was to be met through such 
transfer until the Fourth Plan is a pointer to the 
extent of fiscal imbalances in India. Central assis- 
tance to State plans has sharply declined since the 
introduction of Gadgil Formula. Under the Sixth 
Plan, Central assistance is not more than 30.5 per 
cent, of the State Plans outlay. 

The widening gap between resources and need is 
often attributed to the failure of the States to tap 
their own resources rather than as a problem of 
imbalances arising from the differential impact of 
development on the resources and responsibilities of 
the Centre and the States. The non-plan expenditure 
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and funds requirement for maintenance in States are 
viewed critically- The main issue, according to 
Prof. Thavaraj, is that whereas States’ expenditures 
are subjected to rigorous scrutiny both by the 
Finance Commission and the Planning Commission 
similar arrangements do not exist for a searching 
examination of the growth of expenditure in certain 
sectors of the Central Government. It cannot be 
established that the States have fared any worse in 
mobilising tax revenues and profits from public 
undertakings if differences in the nature of instru- 
mentalities of taxes and nature of undertakings are 
taken into account. By and large, public utilities 
dominate among State undertakings, and commer- 
cially oriented industries are in the Central sector. 
In the absence of any other facility such as com- 
mand over resources or regulatory apparatus, the 
States are left with the unpleasant task of wooing 
large scale industries. Even here, tax inducements 
are of limited effectiveness. In most cases, such 
promotional efforts are made by selling services and 
supplies at below cost. Such losses are of a different 
nature than those arising from market-oriented 
industries in the Central sector. There is a need to 
review the fiscal policy. Plenty of resources could be 
transferred from the Centre to the States if Central 
expenditure could be trimmed to eliminate waste 
and duplication in their expenditure. If this is done, 
both the Centre and the States can mobilise more 
resources than what they do at present. The exist- 
ing system of allocation of funds adversely affects 
the economic interest of the people below poverty 
line. The resources required for infrastructure faci- 
lities like power, transport still continue to have 
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higher priority in allocation of funds, more so due 
to rising cost of construction and irrigation projects. 

In the course of discussion, it was pointed out 
that even within the existing set-up there is con- 
siderable scope to augment financial resources at 
thd State level. In some of the States, productivity 
ftom land has gone up considerably, but it has not 
contributed to increase the State resources. The 
prosperous agricultural farms were benefited from 
expanded irrigation facilities and enjoyed various 
kinds of subsidies on their inputs, but these do not 
contribute to the State resources. Tax on agricul- 
tural income with suitable degree of progression 
could be one such source to augment resources at 
the State level. 


3.3 Integrated Planning — Grassroot and Upward 

Discussion Leader 
Prof. Kamta Prasad 

Indian Institute of Public Administration 
New Delhi 

Integration of planning calls for spatial polarisa- 
tion of economic activity of different sectors through 
multi-level planning. Multi-level planning concept, 
according to Prof. Kamta Prasad, developed out of 
the realisation that planning has to be decentralised. 
Historically, planning is a centralised process based 
on building certain models as an exercise of opti- 
mising the use of various resources for achievement 
of well defined objectives. The centralised concept 
of planning received inspiration from Soviet experi- 
ence. Soon it was realised that the centralised 
planning did not correctly perceive peoples’ problem 
nor possess reliable data for solving problems at 
grassroot level. These indicated a need for the 
decentralised planning. It was thought that aspira- 
tions of the people at grassroot level could be best 
met through Micro Level Planning. But there is 
some limitation to the process of decentralisation in 
planning for economic development. There are 
nearly 400 districts in India. If all the economic 
decisions are taken at these levels, this will lead to 
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imbalance in demand and supply of traded com- 
modities. As such, complete decentralisation is not 
feasible. Decentralisation must take place within 
the framework of a National/State Plan so that both 
the objectives of optimisation and consistency are 
achieved. The space perspective calls for breaking 
of regions into smaller operating homogeneous 
economic units and reclassification of functional 
breakdown of various jobs of economic develop- 
ment. 

The process of identification of hierarchy of 
economic functions for multi level planning was 
initiated under the leadership of Prof. D.R. Gadgil. 
Guidelines for the formulation of District Plans were 
prepared by Planning Commission in 1969. Special 
development programmes like DPAP (Drought 
Prone Areas Programme), Food for Work, Minimum 
Needs Programme, Small Farmers Development 
Agencies, MFAL (Marginal Farmers and Agricul- 
tural Labour) were conceived to provide certain 
basic amenities and opportunities of work to 
people at grassroot level and assist them in adoption 
of improved agricultural technology. Multiplicity of 
programmes and multiple agencies created problems 
of horizontal coordination. These programmes 
suffered from the constraints not financial, but 
(a) organizational inadequacies, and (b) lack of 
clear-cut plans of development. According to Prof. 
Kamta Prasad, the experience of multi level planning 
so far had been that the local plans virtually 
amounted to aggregation of programmes visualised 
at the State level and collection of felt needs of the 
people without working out their financial and 
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other implications. The multiplicity of programmes 
operating in overlapping territories with different 
funding patterns blurred the programme objectives 
and created difficulties in effective monitoring and 
accountability. To rectify these inadequacies, the 
Sixth Plan proposed to have District Development 
Officers enjoying the rank and status of District 
Magistrate/Collector. Some of the States have 
already acted in this direction and have also 
appointed District Planning and Development 
Councils. 

According to Prof. Kamta Prasad, six essential 
pre-requisites for successful multi level planning are: 
(i) establishment of suitable planning machinery 
manned by professional experts, (ii) functional 
breakdown of various jobs of economic develop- 
ment in space perspective, (iii) strengthening the data 
collection base and making available the required 
information, (iv) rational and scientific methods of 
allocation of funds at district and local levels, (v) 
locating the decision making right nearest to the 
scene of economic activity on the basis of alterna- 
tive strategies of development, and (vi) association 
of legislators and others elected representatives of 
people and voluntary organizations, bureaucrats and 
technical experts in planning and implementation. 

While sharing the experiences of different States 
by seminarists it was pointed out that though 
formula for allocation of resources among districts 
was still to be formalised, yet according to the 
current practice in States like Maharashtra, Gujarat, 
U.P., Karnataka and Bihar, weights had been assign- 
ed to different economic indicators for allocation of 
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funds among districts out of available resources. 
Between 40 to 50 per cent, weight was assigned to 
population, 10 per cent, to number of scheduled 
castes and tribes, 10 per cent, to marginal and small 
farmers, and the balance to the extent of backward- 
ness of a unit measured in terms of drinking water, 
medical facilities, per capita power consumption, 
road mileage and, area under irrigation. One major 
problem experienced by the planners at the district 
level is non-availability of right type of expertise. 
A view was expressed that funding must be centra- 
lised and block plans must not be used as an instru- 
ment of implementation plan. It should be used as 
Perspective Plan to be implemented according to 
availability of resources. Under the present set-up, 
nearly 80 per cent, of plan expenditure at district 
level is committed and this imposes a resource con- 
straint. In some of the States, it was pointed out, 
that District Planning and Development Councils 
looked after both planning and monitoring func- 
tions and the system was working satisfactorily. 


4. Project Planning 

4.1 Techniques of Measuring Investment 
Merits of Project 

4.2 Project Selection by Public Investment 
Board 

4.3 Project Selection by International 
Financial Institutions 





4.1 Techniques of Measuring Investment Merits 
of Project 

Discussion Leader 
Prof. Ram Prakash 

Indian Institute of Public Administration 
New Delhi 

Explaining the various aspects of a project 
feasibility report, Prof. Ram Prakash pointed out 
that normally the financial institutions examine the 
project viability from the commercial, technical, 
financial and managerial points of view. The com- 
mercial aspects include, among others, demand fore- 
casting, product markets and competitive position. 
The technical variables deal with location, material 
inputs, plant investment, environmental implica- 
tions, choice and transfer of technology. The finan- 
cial dimensions cover estimation of fixed and work- 
ing capital, production cost, distribution and selling 
costs, financing of investments and liquidity and 
profitability analysis. The assessment of managerial 
aspects cover entrepreneurial capabilities of the 
project promoters, manpower and organizational 
planning, implementation and monitoring of 
project. 

In the context of public sector projects, it is 
important to assess net national econoniic benefits 
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in addition to the financial profitability. The 
modern methodologies of economic benefit-cost 
analysis require complex calculations. These, among 
others, call for identification of direct and indirect 
benefits and costs, and use of objectively determined 
accounting prices. The soundness of the investment 
proposal can be assessed to a very great extent by 
rigorously applying the tests of cost effectiveness. 
These relate to measurability, feasibility, reliability, 
consistency and optimality of the project proposals. 
Measureability is the system’s ability to evaluate its 
performance quantitatively. Feasibility test refers 
to the practicability or workability of various 
assumptions. It indicates the extent to which the 
project model described in the report can be 
operated as planned within the environment of 
work. Reliability refers to the extent to which the 
data given in the report are dependable. Consistency 
establishes balance between different parts of the 
system. There are wheels within the wheels and all 
must be mutually consistent. Optimality helps in 
establishing whether the choice among alternatives 
has been made on the basis of minimum cost and 
maximum return. These tests assist the appraisal 
agencies to raise questions and seek such informa- 
tion as can help in visualising problems and advance 
action required for effective implementation. 
According to Prof. Ram Prakash, the project 
success depends on the quality and reliability of 
data and information contained in the feasibility 
report. 

The overall financial profitability of a project is 
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normally assessed by the following methods : 

i) Simple Rate of Return on Investment; 

ii) Payback Period; and 

iii) Discounted Cash Flow Techniques viz. 

a) Net Present Yalue/Excess Present Value; 

b) Internal Rate of Return /Yield Rate; and 

c) Benefit-Cost Ratio. 

The simple rate of return method refers to the 
ratio of net profit to initial investment (fixed and 
working capital) either in a normal year of opera- 
tion or as an average on total project life. Selection 
of a representative year of operation is difficult to 
be identified. This method ignores varying perfor- 
mance over the total life of the project. All the 
inflows and outflows entering in the analysis over 
the total life of the project in both the methodolo- 
gies for simple rate of return, do not take into 
account the time value of money. The payback 
period measures the period required to recuperate 
the original investment outlay through profits earn- 
ed by the project. A project with minimum pay- 
back period is preferred. This method, though 
commonly used in economically advanced countries, 
is not solely relied upon for investment decisions. 
It ignores net cash earning of projects after payback 
period and does not take into account the time 
value of the cash inflows within the prescribed pay- 
back period. It may be a misleading criterion if 
selection is to be made from two or more projects 
with different gestation periods and not having 
similar time phasing of net cash earnings. This 
method pays greater attention to liquidity than to 
profitability. The discounted cash flow technique? 
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have wider acceptance to assess investment worthi- 
ness of projects. According to accepted theory, it 
indicates an appropriate way to compare future 
benefits with the present costs. It measures the 
value today of a ‘goose that will lay golden eggs 
each year’. It presents a rate which can be compared 
with external earning opportunities and takes into 
account variations in the earning life of comparable 
projects through time value of money concept. The 
period of recovery of capital in terms of its present 
value over the life of the project can also be 
assessed. 

Prof. Ram Prakash explained the simple methods 
of calculating internal rate of return and a recent 
extension of the discounted cash flow technique for 
determining the economic cost of products ensuring 
a given rate of return. He illustrated the use of this 
theory to calculate economic price of coal and 
e lectric power. 

Regarding assessment of technical merits of a 
project. Prof. Ram Prakash clarified that it is 
usually done through peer appraisal. Regarding 
technology transfer in mega projects he mentioned 
that the imperfect international market, monopolis- 
tic prices and restrictive trade practices by 
industrial giants retard to some extent the access of 
developing economies to international technology. 
The industrial giants have formed cartels and 
established binding contractual ties among them- 
selves. These, among others, stipulate the system 
of sales, mechanism of meeting before filling 
tenders, guidelines for fixing prices, procedures for 
allocating orders and payment of compensation by 
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successful bidders to those who bid at higher prices. 
Details of these practices are highlighted in the 
study made by Barbara Epstein and Richard New- 
farmer in respect of International Electrical Equip- 
ment Industry. It was published in the Cambridge 
Journal of Economics: March 1982. The investiga- 
tion shows that cartelised prices are higher by 15% 
than those under workable competitive conditions. 
The study supports Helleiner’s general conclusion 
that product and technology markets are biased 
against the poorer developing countries. The trans- 
fer of technology quite often is in the form of 
assembling, labelling, marketing, advertising, etc. 
The critical formulation of products and design 
and redesign of machines are rarely given. This is 
particularly true of drugs, chemicals and petro- 
chemical machinery. If we start an assembly line 
for foreign components, it in fact will be having a 
‘screw driver’ factory. It is no technology transfer. 
It is common experience that some of the multi- 
national companies under the garb of intermediate 
technology often transfer obsolete and outdated 
technologies. The technical success of the project 
can be ensured if we take into account the above 
aspects and build the technical expertise in the 
country. The peer appraisal that is seeking the 
assessment of available experts in the field, is useful 
fo a great extent. 



4.2 Project Selection by Public Investment Board 

Discussion Leader 
Shri Harbans Singh 
Secretary (Expenditure) 

Ministry of Finance 
And Chairman 

Public Investment Board 


Shri Harbans Singh, former Chairman of Public 
Investment Board (PIB), pointed out that the 
Central Government has a diffused and elaborate 
system for selection of projects. The PlB advises 
the Cabinet on investment worthiness of a project. 
Technically, it does not select the projects as such, 
though certain measure of selection is implicit in 
the process of recommending to the Government 
on rejection, substitution or modification of the 
projects. Real selection of a project is made in the 
process of planning for economic development 
which is within the ambit of the Planning Commis- 
sion. The Commission has its machinery for 
estimating the demand, supply, and the gap bet- 
ween the two, and the desired extent for creation 
of capacities towards meeting the gap, etc.. These 
variables are determined in consultation with the 
administrative ministries and get reflected in the 
Plan document. Thereafter, the process of formu- 
lation of individual projects takes place. After when 
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the basic parameters of the project have been drawn 
up in terms of the size of the investment, location 
and technology, P1B comes in picture as a final 
body of officials which recommends to the Cabinet 
for its approval, rejection or modification. 

Normally a detailed scrutiny of project reports is 
done at pre-PIB meetings convened by the financial 
advisers of the concerned administrative ministries 
and their recommendations are made available to 
the PIB. The PIB makes a de novo appraisal of the 
project considering all the aspects. It is not obliged 
to endorse the views of the administrative ministries 
or of various appraising agencies. It does not, 
however, mean that the PIB has a carte blanche. 
Even before the project comes to the PIB, certain 
commitments sometimes are made. As such, it be- 
comes difficult in actual practice to reject the 
project proposal at that stage. It can, in those 
cases, only modify or make suggestions for 
improvement. This, according to Shri Harbans 
Singh, is an important limitation of the system. 

Describing the procedure of considering a pro- 
ject proposal, Shri Singh said that an important 
feature of the meetings of PIB is that, in addition 
to the core members of the PIB, representatives of 
the administrative ministries and heads of the con- 
cerned public enterprises are also invited. In cases 
where the members of the PIB are not satisfied with 
the answers and the information furnished by the 
project sponsoring authority, the decision is defer- 
red to its subsequent meeting. Usually, the PIB 
meeting takes place every fortnight, so that there is 
no hold-up in the consideration of the projects. 
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Sometimes special meetings are also called. By and 
large, the time taken for disposal of the applica- 
tions received by the PIB is 3 to 4 weeks. Based on 
PIB’s views, a summary of recommendations is 
prepared by the financial adviser for submission 
to the Cabinet through the Ministry of Finance. 
This is usually done within a week. After the 
approval of the project by the Cabinet the con- 
cerned administrative ministry issues a formal 
approval and that date is taken as the reference date 
or zero date for the implementation of the project. 
Normally, the Cabinet approval is obtained within 
a month. 

Reviewing the past experience of implementation 
of projects, Shri Singh pointed out that there was 
hardly any project which did not suffer from time 
and cost escalations. Very often, the administrative 
Ministries start working on the project only after 
the Cabinet approval has been obtained. This, to a 
large extent, contributes to the delays that have been 
experienced. In the private sector, by the time pro- 
jects are approved by the financial institutions like 
IDBI or IFCI, these are in advance stages of imple- 
mentation. In many cases, in public sector, the 
project reports or even the feasibility studies are 
prepared after the initial approval of the Govern- 
ment. Sometimes the search for foreign collabora- 
tion for technology starts after PIB approval. It is 
not tied up before hand and this takes time. By the 
time the study is prepared and other loose ends tied 
up, the cost estimates get out of tune. The result is 
that many projects approved by the PIB do not get 
implemented for a number of years. It is not 
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uncommon to come across cases where the cost esti- 
mates go up by 100 to 200 per cent, or even more. 
All these happen despite the detailed scrutiny by 
the PIB of all aspects like demand, supply, techno- 
logy, management set-up, marketing arrangements 
and, availability of funds. 

The inadequacies in the feasibility reports are 
major problems experienced by the PIB. Most of 
the project reports are based on deficient informa- 
tion. Secondly, there is a common tendency on the 
part of the sponsoring Department or Ministry to 
deliberately underestimate the costs at the time of 
getting the approval. After when some investments 
have been made and project reaches a stage when 
it would be difficult to withdraw, more funds are 
asked. Thirdly , at the time of initial decision, ade- 
quate thought is not given on the aspect of the 
management set-up and very rarely the management 
team is in position. This is unlike what happens in 
the private sector. 

Some changes in the procedure and methods of 
work of the PIB, according to Shri Singh, might 
improve the position. The first decision of the PIB 
should be on undertaking a comprehensive feasibi- 
lity study. A good feasibility report is an essential 
pre-requisite for a sound project or investment 
decision. For that purpose, adequate funds, includ- 
ing foreign exchange, may be sanctioned to the 
concerned Ministry. Thereafter, the decision on the 
investment worthwhileness of the project might be 
taken. After final approval all efforts should be 
made to complete the project within the shortest 
possible time. It should be possible to implement 
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the project as per schedule because initial rigorous 
examination of various aspects of the project would 
help in taking advance action on all problems and 
preparing realistic time and cost estimates. 

The present system of releasing funds for public 
sector investment also needs some modification. 
Currently, the public sector enterprises are able to 
obtain funds for project too easily and at very low 
cost which in fact is a hidden subsidy. These should 
be subjected to the same type of financial discipline 
as the projects in the private sector. The funds 
should be released not through the Government 
budgetary mechanism but through some public 
sector financing agency, either a new Development 
Bank set up exclusively for the public sector or 
through one of the existing public sector financial 
institutions. This will force the public sector enter- 
prises or the concerned Ministries who sponsor new 
projects or expansion of the existing ones to present 
to the said agency well prepared documents indi- 
cating all the parameters of investment. The financ- 
ing institution shall be in a better position to 
appraise the projects through professional apprais- 
ing agencies or by developing a centralised expert 
body. 

According to Shri Singh, the quality of feasibility 
reports can be improved if every major development 
department of the Government has a project 
division consisting of professional experts who can 
be held responsible for various assumptions in the 
projects and for monitoring their progress. 

In the discussion that followed, a number of 
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other suggestions were made. Management Infor- 
mation System (MIS) should be installed in every 
Ministry to help them in project planning and 
implementation. Usually great emphasis was being 
laid on ‘appraisal’, and the ‘implementation’ was 
taken for granted. A lot of attention is required to 
be given to other aspects in between these two 
stages like recruitment of right kind of personnel. The 
concept of public sector, as visualised two decades 
ago that it should venture in the areas where no one 
was forthcoming, is no more relevant now. Whether 
a project should be taken up by private or public 
sector, constitutes a crucial decision today. For 
instance, most of activities of the State Corpora- 
tions can be taken up by the private sector. The 
public sector should confine itself only to carefully 
selected and deserving projects. 

On how the PIB deals with the cost escalation, 
it was clarified that in cases where the escalation 
was over 20 per cent, the project would again 
require the PIB clearance otherwise, the Ministry 
could take decision on their own. But the sad part, 
according to Shri Harbans Singh, is that each pro- 
ject is dealt with independently and there is nothing 
to ensure that the deficiency of one project is 
not repeated in the other. No retrospective studies 
are undertaken reflecting the weaknesses of the 
system andthe lessons that can be learnt. Shri Singh 
supported the idea of undertaking studies of some 
projects already completed for improving the pro- 
ject planning and implementation, and the appraisal 
procedures. 



4.3 Project Selection by International 
Financial Institutions 

Discussion Leader 
Mr. J.D. Roulet 
Chief of Mission 
World Bank, New Delhi 

Giving a brief review of working, Mr. J.D. 
Roulet, Chief of the World Bank Mission in India, 
mentioned that the World Bank is the largest 
financing agency in the field of development among 
the International Financial Institutions. It includes 
International Bank for Reconstruction and Develop- 
ment (IBRD), International Development Associa- 
tion (IDA) and International Finance Corporation 
(IFC). It has 142 countries as members and its 
staff comes from over 100 countries. Over the last 
35 years, this group has lent over $ 95 billion for 
about 3,000 projects in more than a hundred 
countries. It is currently assisting nearly 1,600 pro- 
jects involving ^ 150 billion. In the financial year 
1982, the group lent $ 13 billion of which $ 2 billion 
were lent to India. In addition, the World Bank 
group does co-financing jointly with other financial 
institutions like International Monetary Fund and 
Asian Development Bank. It has also helped in 
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setting up several other international institutions 
over the years such as, the African Development 
Bank and the Latin American Development Bank. 
The group also supports operations of International 
Fund for Agricultural Development (IFAD) and 
co-operates with various United Nations Organi- 
sations like UNDP, UNIDO, UNESCO and FAO 
in their investment programmes. Despite the impor- 
tant role played by the World Bank it must not be 
forgotten that in the total investment effort of say, 
India, the foreign investment is about 7 to 8 per 
cent, of which 4 to 5 per cent, is from the World 
Bank. Thus, about 92 per cent, of the total invest- 
ment is from India’s own resources. 

Highlighting some of the basic characteristics of 
the working of the World Bank and their difference 
with other institutions, Mr. Roulet said that the 
World Bank group is a multilateral/multi national 
cooperative institution and hence its policies 
emanate from the consensus of the people represent- 
ing the participating countries. Secondly, by its 
statute, the Bank is forbidden to take decisions on 
political considerations. The political environment 
in ‘economic’ decision making, however, cannot be 
ignored. Thirdly, the Bank is supposed to be a 
lender of the last resort in the sense that it makes 
available finances which cannot be obtained from 
other sources on appropriate terms. Fourthly, there 
is some division of work among various inter- 
national institutions. For example, UNDP and 
UNIDO help in preparation of feasibility reports. 

Regarding the criteria for financing that are 
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followed by the World Bank, Mr. Roulet pointed 
out that it lends only for projects. The definition of 
a project is, however, flexible. For instance, 
programmes involving structural adjustments in an 
economy do qualify. Projects in private sector are 
also considered. The project selected must help in 
economic development of the country. As such, 
not only manufacturing projects but infrastructural 
projects, education programmes, also come under 
its purview. The projects financed by the World 
Bank are carried out by the borrowing country or 
its agency and not by the Bank. The monitoring 
and administration of the project is the responsibi- 
lity of the executing agency. The Bank exercises 
control over how the funds are utilised. Finally, 
aftercompletion, the Bank gets it evaluated through 
an independent body to identify lessons, successes 
and failures. 

Mr. Roulet further explained the involvement of 
the World Bank in various stages of the project life 
cycle. The first stage is identification of develop- 
ment projects. The main business of the World 
Bank is economic development; so it closely looks 
at the economy of all member countries on a regular 
basis. For important countries, annual economic 
reports are prepared, outlining the priorities, bottle- 
necks, achievements, areas of action, etc. In addition, 
sectoral analysis is also done. All these help in 
identification of the projects. This is a continuous 
dialogue and often project ideas emerge from 
regular meetings of the Bank representatives with 
the concerned Departments like Economic Affairs 
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in India and the Planning Commissions of the res- 
pective governments. 

The second phase in the project cycle is the 
formal preparation of the project report. It is the 
most crucial stage for the success of a project. The 
project preparation differs from case to case and 
from country to country. Some countries have 
capabilities, others do not. It may be fairly complex 
in cases of gigantic schemes because all aspects like 
survey, cost, feasibility, location, outputs and inputs 
have to be looked into. In the preparation stage, a 
technically feasible project which is also economi- 
cally justifiable is formulated. For improving the 
quality of feasibility reports, right institution and 
people have to be associated. The regional offices 
of the World Bank, like the one in Nairobi, also 
help in this regard. 

The final stage in the project cycle is the 
appraisal. The Bank gets its appraisal carried out 
with the help of its own experts. They visit the 
project and give their recommendations on financ- 
ing of the project and its merits in the context of 
economic development of the country. The apprai- 
sal is comprehensive and involves all the aspects 
like technical, marketing, managerial, financial and 
execution. Over the years, the mechanism of 
development has been better understood and some 
changes in priorities of financing the projects have 
occurred. For instance, earlier the Bank did not 
lend in the oil sector, but now it does. Some 
countries face balance of payment difficulties requir- 
ing structural adjustment and they approach the 
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Bank. Such problems are now sympathetically 
considered. 

Regarding the inflation accounting in the cost 
estimates, Mr. Roulet said that the Bank provides 
margins for physical contingencies and price 
increase. An assessment of price trend affecting the 
project both within the country and outside is made 
through regular forecasts by the Bank’s economists. 
Necessary provisions are made for the same in pro- 
ject reports. The Bank normally does not like to do 
the supplementary financing. In some small count- 
tries which were unable to absorb the cost over-runs 
due to external factors the Bank did occasionally 
provide supplemental financing as an exception. 
The Bank appraisal is based on project costs includ- 
ing contingency allowances, and output prices 
expected to be prevailing at the time of completion 
of the project. The Bank also undertakes sensitivity 
analysis to weed out marginal projects. The conse- 
quences of delays in the project implementation 
and consequent cost escalations are difficult to 
assess. To begin with, one has to agree on a 
realistic schedule, but even then, unexpected delays 
can occur. Some are of administrative nature; for 
instance, time spent for compliance with formalities 
and regulations of borrowing countries. The delays 
in international bidding for some Indian projects 
due to various foreign exchange regulations were 
cited as illustrations. 

On whether the Bank would be interested in 
financing regional co-operation projects rather than 
bilateral national proj ects, Mr. Roulet said that the 
Bank has already been financing such projects. For 
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instance, he quoted the cases of loans given to the 
East African Community for Railways, Telecom- 
munication, etc., which were guaranteed by the 
Governments of Uganda, Kenya and Tanzania, and 
of Indus Water Treaty— under which loans were 
given to both Pakistan and India to develop irriga- 
tion facilities from the Indus river. 




5. IMPLEMENTATION AND MONITORING 


5.1 Effective Control Systems for 
Economic Development 

5.2 Monitoring Systems 

5.3 Project Implementation Plan 





5. 1 Effective Control Systems for Economic 
Development 

Discussion Leader 
Shri K.V. Ramanathan 
Secretary 

Planning Commission 


Shri K.V. Ramanathan stated that control sys- 
tems of economic development involved monitoring 
and assessment of achievements at various levels 
and at different points of time. These have to ensure 
that the progress of developmental programmes is, 
as nearly as possible, along the paths charted at the 
time of original planning and the achievement of 
targets is not off the mark. In these respects, failures 
are more marked on almost every aspect of 
development. A large number of failures, shortfalls 
and cost and time over-runs in project implementa- 
tion over the last many years of planning can be 
attributed to lack of efficient control systems. 

The monitoring of a programme can be taken 
up at the level next higher to that of actual imple- 
mentation. Those who monitor should have the 
yardsticks and methods of assessment of the pro- 
gress at regular intervals so as to facilitate taking 
up of remedial steps. It calls for a mechanism for 
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flow of information up to the top of the organiza- 
tional hierarchy. This system should be so 
established as to have maximum of the information 
flowing through the minimum number of channels. 

Very often different organizations call for regular 
and ad hoc reports in different proformae as a part 
of their monitoring work. The information obtained 
at different points of time in respect of a particular 
project or plan achievement for a specific period 
usually varies. Much of this is due to the fact that 
different sets of forms are prescribed and different 
kinds of analysis are made by different monitoring 
agencies. Under the circumstances, it is not surpris- 
ing that the implementing agency very soon 
becomes indifferent to what information is sent and 
what kind of forms are filled. 

The introduction of modern tools of manage- 
ment claims to overcome these deficiencies. In the 
last few years, attempts have been made to develop 
reliable Management Information Systems for 
effective control. Efforts are being made in the 
Central Government to simplify the management 
information system and make it homogeneous so 
that different monitoring agencies draw consistent 
conclusions from the same set of management data. 
In this regard, much headway has not been made as 
so far, only a few Central Government Departments 
have been involved in establishing modem monitor- 
ing systems. In the States, the monitoring system 
is still unorganised. As a consequence, projects are 
sanctioned and continued without ascertaining 
periodically the type of problems confronted and 
reorientation needed. In many cases, during the 
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implementation stage certain factors are identified, 
which necessitate modifications in the original pro- 
ject, resulting in rise in cost and capital/output 
ratios. The project very often becomes totally 
uneconomic due to unexpectedly low rate of return. 
All these indicate the need for effective monitoring 
through efficient Management Information System. 

Planning Commission monitors the progress of 
major plan projects of Central and State Govern- 
ments through quarterly and annual reviews. A 
report is also prepared for the Cabinet/Cabinet 
Committees. Concerned Cabinet Committees deal 
with specific areas and problems of development 
projects. The same is probably being done in the 
States. Much is yet to be done for perfecting the 
system. 

Planning Commission monitors larger projects 
involving cost above a specified level. This has, to 
some extent, checked the cost over-runs in the 
recent past. If the cost over-runs are allowed to go 
on as before, then the available funds will be inade- 
quate to complete even those schemes which have 
been already started. This will adversely affect the 
whole system of planning. 

According to Shri Ramanathan, an essential pre- 
requisite of efficient system of planning is to have 
an effective Management Information System at all 
levels from the lowest to the highest. The system 
should be simple and, as far as possible, uniform so 
that there is no confusion in collection of informa- 
tion and assessment of situations at different deci- 
sion making levels. 


5.2 Monitoring Systems 

Discussion Leader 
Shri Tarlok Singh 
Former Member 
Planning Commission 

Shri Tarlok Singh emphasised the need for an 
effective monitoring and control system at the 
Centre and in the States for achieving planned tar- 
gets. During the Second Five Year Plan, it was 
realised that errors in planning and shortfalls in 
achievement often occurred due to lack of precise 
information and for want of effective coordination 
among the various implementing agencies of the 
Government. This led to the necessity of re-appraisal 
of the Plan in 1957 and of determining a core plan 
for the remaining plan period. 

During the Third Plan, units were established in 
the Planning Commission on Management Infor- 
mation System and Development Administration. 
A number of studies were subsequently conducted 
on PERT/CPM etc. as applied to Indian condi- 
tions and an Information Room was also set up. 
Shortfalls between targets and achievements 
continued to occur and, in particular, several social 
objectives of the Plan remained unrealised. Almost 
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always, there were contradictions between the Plan 
targets and the resources provided for achieving 
them. The setting of inappropriate targets is one 
of the major weaknesses of the planning system. 
These often exceed the capacity of available finan- 
cial, manpower and other resources. Medium-term 
targets over the Plan period are fixed to a large 
extent in relation to the assessed needs and poten- 
tials of the economy, while financial resources have 
to be made available on yearly appraisals. 

A consequence of this dichotomy between short- 
term economic management and medium and long- 
term economic planning is the widening of gap 
between the goals and targets set in the plans and 
their realization from year to year. Mid-term 
appraisals undertaken by the Planning Commission 
have helped to reduce this gap in the context of 
each given plan. The first mid-term appraisal was 
done during the Second Five Year Plan and the 
second one during the Third Plan. There was no 
mid-term appraisal during the Fourth Five Year 
Plan. Subsequently, mid-term appraisals were made 
during the Fifth and the Sixth Plan periods. The 
gaps between planned targets and their realisation 
widen in the absence of a system of continuous 
re-planning. This makes the five year plan periods 
somewhat rigid. One way to meet this problem 
would be if the detailed five year plans were con- 
fined to projects whose feasibility studies had been 
fully prepared even though some changes might be 
necessary later due to variations in prices and other 
factors. At the same time, resources are provided 
within the Plan to be allocated to projects as and 
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when they have been fully worked out. This would 
make both for financial discipline and for continuity 
in planning and implementation and avoid inclusion 
of projects on extraneous considerations. 

During the late 50s and the 60s, the problem 
of sectoral imbalances appeared at many stages. 
There were large gaps between demand and supply. 
To a considerable extent, these imbalances could be 
anticipated and matching provisions made in terms 
of coal, power, transport and other major economic 
inputs, specially for the public sector in different 
regions at the time of preparing the Five Year 
Plans. But the system of inter-sectoral coordination 
was not sufficiently well planned. Much of the 
planning in this respect was short-term in nature, 
without an adequate base of information flows. 

There also exists a certain lack of balance bet- 
ween projects and activities which have different 
gestation periods. This needs to be thoroughly 
reviewed not only in terms of five year periods, but 
also on a year-to-year basis. 

While preparing development plans, both the 
long-term and short-term needs have to be kept in 
mind. This is particularly important where new 
investments are being made. The system of long- 
term planning has to be in harmony with the short- 
term objectives. This calls for constant re-planning 
and rethinking. 

In devising effective control and monitoring 
systems, all these variables of planning should be 
taken into account. According to Shri Tarlok 
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Singh, the monitoring systems should also help 
specifically in exploring disparities in economic 
conditions of different sections of the population 
and imbalances between rural and urban areas as 
well as between different regions. A systems 
approach is needed for developing effective control 
and monitoring systems. 


5.3 Project Implementation Plan 


Discussion Leader 
Prof. Ram Prakash 

Indian Institute of Public Administration 
New Delhi 

According to Prof. Ram Prakash, substantial 
time and cost over-runs during project implementa- 
tion are of common occurrence. A recent study made 
by the Committee on Public Undertakings (1981-82) 
of Lok Sabha reveals the gravity of this continuing 
problem. Out of 49 projects costing over Rs. 20 
crores each, commissioned/expected to be commis- 
sioned during 1974-79, 5 projects were completed on 
schedule. The rest are running behind schedule. The 
time lag is between one to two years in 10 projects, 
two to three years in 10 projects, three to five years 
in 13 projects and five years and more in remaining 
projects. Two projects had no escalation in cost 
estimate till then. Of the remaining 47 projects, 9 had 
escalation in cost of less than 50 per cent., 1 5 between 
50 and 100 per cent., 17 between 100 and 200 per 
cent., and 6 more than 200 per cent.. Another study 
of the Bureau of Public Enterprises revealed that 
37 Public Sector Projects had cost over-run of 
Rs. 2,041 crores. Of the total increase, 46.48% was 
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attributed to price escalation and changes in duty 
and exchange rate and 6.8% to capitalisation of 
interest. Inadequate planning, omission, modifica- 
tion and other unspecified reasons accounted for 
another 46.2% of the cost over-run. A major part 
of this cost over-run was controllable by suitable 
management actions and through application of 
appropriate management techniques. In addition, 
a part of the increase in cost due to price escalation 
can be controlled if project is implemented in time. 

The position of irrigation and thermal power 
projects in this respect is similar to industrial pro- 
jects. According to the Expert Committee on Irri- 
gation, the cost of 64 major irrigation projects bad 
increased from initial estimate of Rs. 1,503 crores to 
Rs. 3,127 crores. The schedule slippages varied from 
2 to 9 years. The cost of 16 major thermal power 
projects had shot up to Rs. 1,863 crores from earlier 
estimate of Rs. 957 crores. 

The consequences of delay in execution of these 
projects are also very substantial. For instance, 
72 months delay in completion of Bokaro Steel 
Plant is estimated to cost the nation Rs. 3,000 crores. 
Similarly, a day’s delay in setting up of 2000 MW 
super thermal power plant is assessed to cost the 
nation a loss of total production worth Rs. 30 to 
40 crores. 

Analysis made of the working of projects under 
construction indicates that all is not well with the 
management system of project implementation. A 
substantial part of the time and cost over-runs is 
controllable through proper planning. 
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The efficient implementation of projects require 
scientific phasing of their work components in right 
sequence. The large size, inter-relatedness and 
complexity of modern projects call for undertaking 
multifarious tasks simultaneously. In the past, 
various activities of complex modern project had 
been carried out independently without any integ- 
rated view of other parts which resulted in bottle- 
necks and delays. The management techniques 
which were used for planning and control did not 
help in taking an integrated view of the project 
activities. For monitoring the projects, great reliance 
had been mainly on Gnatt or Bar Chart. Although 
the use of this technique helped to a great extent, 
particularly in construction stage, it fails to indicate 
the inter-relationships of various associated activi- 
ties and the effect of delays in some work on subse- 
quent tasks or on project completion data. 

To meet the above deficiencies, the ‘Network’ 
techniques of PERT (Programme Evaluation and 
Review Technique) and CPM (Critical Path 
Method) were developed in 1957-58. Though PERT 
and CPM were developed independently, their basic 
elements are common. PERT/CPM or Network 
is a technique of planning, scheduling and control 
of project through an integrated management 
system. It helps in implementing the project within 
time and according to the prescribed budget. 

Explaining the salient features and mechanics of 
application of the Network technique, Prof. Ram 
Prakash pointed out that the technique is applied 
in six steps viz. (i) setting the network; (ii) estima- 
tion of time requirements; (iii) identification of 
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critical path and, if necessary, its compression; 
(iv) resources optimisation; (v) resources allocation; 
and (vi) scheduling or setting the time track. He 
also pointed out that the steps (iv) and (v) are 
important recent extension of the technique and are 
still in preliminary stages of application. 

The Network is set with three components 
namely, ‘Events,’ ‘Activities’ and ‘Paths’. An ‘Event’ 
is a specific definable accomplishment in project 
plan. It does not consume any resource and is achiev- 
ed at a point of time. An ‘Activity’ is performance of 
work between any two ‘Events’- It is usually a time 
and other resource consuming element in a net- 
work plan. There can be a zero time activity called 
‘Dummy Activity’ which is employed to indicate 
logical sequencing of jobs and their relationships. 
‘Path’ is any connected chain of jobs to be performed 
in the sequential manner. 

To assess the project duration, three steps are 
to be gone through in the stated sequence order : 
(i) the estimation of the Activity Duration 
Time (t e ); (ii) calculation of the ‘Earliest Expected 
Event Times’ (Te); and (iii) working out ‘Latest 
Allowable Event Times’ (Tl). The Te value of the 
end event of the project network gives the earliest 
time at which the project would be completed. The 
time which is allowed for completion of the project 
is known as latest allowable time (Tl) in respect of 
the end event of the project network. 

Any connected chain of critical jobs from first 
to last event is called ‘Critical Path’. The job is 
critical if there is no ‘slack’. Slack is the excess of 
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available time over required timei.e. Tl~ ' Te. There 
are two criteria for identification of a critical path 
on a project network. These are: 

(i) the algebraic value of the event slack in 
respect of the events on the path should be 
minimum when compared to any other 
path; 

(ii) it is the longest time path of the project 
network. 

The Critical Path will require close watch and 
helps in application of the principle of ‘Management 
by Exception’. In case the Tl value of the last event 
is less than its Te value there will be negative slack 
on the end event as well as on the event falling on the 
Critical Path. This shows project is behind schedule 
and calls for the efforts to compress the Critical 
Path. This can be done in various ways like trans- 
ferring resources for implementation of project 
from non- critical to critical activities, parallelling 
of activities and increasing resources. Increasing 
resources to reduce time should be last alternative 
to be exercised by the project manager after 
analysing costs and benefits. 

The use of scarce resources in a project is depen- 
dent on load of work and is often not uniformly 
distributed. The optimisation of resources is facilit- 
ated with the help of ‘Activity Float’. The imple- 
mentation of project activities constitutes two activity 
cycles— ‘Earliest Cycle’ (at the earliest the activities 
can be carried out); and Latest Cycle (at the latest 
these can be accomplished), Within the available 
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float range, the scheduling of these activities is 
decided to ensure full possible use of concerned 
resources. 

The activity float is also used for deciding a 
schedule of performance according to availability of 
scarce resources. The network showing the activity 
timings determined after optimisation and after 
taking into account the availability of inputs is 
called “Resources Based Network.” 

After determining the scheduling of performance 
of different activities ensuring optimum and uniform 
utilisation of men, machines and materials and inte- 
grating their requirement with their availability, a 
stage is set to indicate a time bound schedule giving 
calendar dates on which each job will start. This is 
setting time track. 

The above stages of development and applica- 
tion of this technique were explained by 
Prof. Prakash with the help of slides, and several 
charts were circulated among the seminarists. 

According to Prof. Ram Prakash, a well planned 
Network system has many potential benefits. It 
provides a logical thinking device for preparation 
of the project schedule and gives a working logical 
model. It identifies job critical to the completion of 
the project and provides a method for scientific 
allocation of resources. It works as a diagnostic 
instrument in detecting problem areas for improve- 
ment and gives a tool for supervision and control. 
In order to use this technique, specialists must 
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provide detailed analysis of activity sequence. The 
technique demands a technically rigorous initial 
presentation, continuous watching, analysis and 
reporting. It also demands a general understanding 
of the methods by all concerned with project imple* 
mentation. It will lose its significance if not 
periodically updated. Sound organisation, effective 
contracting process and efficient monitoring systems 
are the essential pre-requisites for effective use of 
this technique in implementation of the mega 
projects according to prescribed budget and time 
schedule. 

Since its introduction, the Network Technique 
is widely used in USA, Canada, Great Britain and is 
reported to have been introduced in Russia in 1963. 
Over the last many years it is being used in India 
by several organizations. The financial requirements 
of Plan funds for major projects under construction 
are determined by the Planning Commission on the 
basis of Network Technique. With the help of this 
technique, 20 to 40 per cent, reductions in time and 
cost have been obtained. Prof. Ram Prakash cited 
a specific case study from Indian situation showing 
greater effectiveness of Network Technique as com- 
pared to traditional methods. The study related to 
work called “Cold Repairs to Open Hearth Furnace 
No. I” of Bhilai Steel Plant. In case the usual 
76 shifts time for repair was reduced to 53 through 
application of Network. He stressed the needs 
of wider and better application of this technique 
and emphasised that periodic updating is essential 
fqr its successful application. 



6. ASSESSMENT OF PLANNING 

PERFORMANCE : PANEL DISCUSSION 



6. Assessment of Planning 
Performance : 

Panel Discussion 

Prof. A.M. Khusro 
Member, Planning Commi ssion 
(Chairman) 

Shri S. Kumar Dev Shri R.K. Roy 

President Resident Editor 

Forum of Financial Writers Economic Times 


Planning Commission plays a crucial role in 
socio-economic development of the country. In the 
initial years of planning under the leadership of Shri 
Jawaharlal Nehru, it enjoyed tremendous authority 
and status. After the mid-60s, according to Shri 
S. Kumar Dev, its status and role got considerably 
eroded and that made it a less effective instrument 
of development. The gradual erosion of authority 
and status of the Commission in his opinion can be 
attributed to three factors : (i) politicization of the 
Planning Commission; (ii) bureaucratisation and 
internal deficiencies; and (iii) resources constraints. 

A number of factors had contributed to the 
politicization of the planning process. In the mid- 
60s the then Prime Minister Shri Lai Bahadur 
Shastri prevailed on the Commission to pay greatey 
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attention to Annual Planning in view of the severe 
drought situation in the country and consequent 
lack of adequate resources. This resulted in post- 
ponement of the Fourth Five Year Plan and 
substitution of the five year plan by three Annual 
Plans. The Annual Plans are effective instruments 
in the hands of Planning Commission to bring about 
desired adjustment in the investment pattern with 
changing conditions within the framework of the 
five year plan. But in the absence of the frame- 
work of the five year plan, this instrument of 
Annual Planning was not effectively used. The 
Annual Plans were merely treated as budgetary exer- 
cises of the Ministry of Finance, rather than as a 
tool for development planning. Further, the Deputy 
Chairman of the Planning Commission had all along 
been a professional expert, but in 1970s it was filled 
by the Minister for PI anning — an elected representive 
of people. During the period of Janata Government, 
the concept of ‘Rolling Plan’ was introduced and the 
tenure of the Fifth Five Year Plan was cut short 
by a year. In early 1980s, Planning Commission was 
without a Deputy Chairman, leading to complete 
vacuum at the top. After the general elections in 1980 
the Congress (I) party again appointed the Minister 
for Planning as the Deputy Chairman of Planning 
Commission. These disjointed efforts weakened the 
functioning of the Planning Commission and politi- 
cization undermined its efficacy. 

The second factor which contributed to the 
weakening of Planning Commission and thereby of 
the planning efforts, relates to staffing of the 
Planning Commission, Increasingly, it is being 
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staffed by deputationists i.e. bureaucrats from 
different departments/states rather than professional 
experts. This is reflected in wide-off-the-mark 
assumptions made by the Commission for develop- 
ment strategy and conceptualisation of the schemes 
which were later found economically unsound. It 
also adversely affected the quality of investment 
appraisal. Setting up of the Project Appraisal 
Division in 1972 filled the gap to some extent. 
Shortfalls in the implementation of policies and 
programmes to a great extent can be attributed to 
lack of efficient monitoring and evaluation mecha- 
nisms within the Planning Commission. 

Lack of resources is another factor which aided 
the erosion of authority and role of the Planning 
Commission. It may not be uniformly true of the 
entire planning period. At times, there were plenty 
of resources. For example, when the external remit- 
tances were flowing in the country in the mid- 
seventies India failed to take full advantage of the 
situation by investing the resources in productive 
enterprises. On the whole, non-developmental 
government expenditure had been enormously 
increasing and resource constraint was of constant 
concern. Measures taken to augment resources did 
not ease the situation. The generation of resources 
was not commensurate with investment needs. Ad 
hoc additional revenues were raised sometimes even 
just before the presentation of the budget in Parlia- 
ment. Public sector enterprises were allowed to 
borrow money from the banking institutions to pay 
off the Government loans, and thus creating tight 
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money market. The resources position seems to be 
getting worse. 

According to Shri R.K. Roy, for assessment of 
planning performance one has to have a close look 
at other aspects of planning namely, its data base, 
the basic assumptions behind the plan estimates, 
procedures and technical analysis. 

The data to assess the performance of planning 
are inadequate. If judged from the data given in 
official documents like Economic Survey or Notes 
for the Consultative Committee on Planning, the 
performance of the economy appears to be satisfac- 
tory. The data indicate a GDP growth rate of 6% 
per annum in the first two years of the Sixth Plan. 
This compares very favourably with the targeted 
rate. However, if the data are examined carefully 
the growth rate even in the said documents is an 
average one and is not trend adjusted. With more 
sophisticated trend analysis the growth rate would 
be much less than 6%. The available data do not 
reveal a true picture of the performance of the 
economy. The same is true of agricultural and 
industrial growth rates. In fact, the level of economic 
activity does not support 6 % growth rate as indicat- 
ed in the official documents. The latest available 
official figures put the aggregate GDP growth in 
real terms at 2 per cent., in 1982-83 over 1981-82. 
This is to be compared to 4.5 per cent, growth in 
1981-82 over 1980-81 and, 7.5 per cent, growth in 
1980-81 over the depressed level of 1979-80. These 
growth rates together imply a compound annual 
growth rate of 4.67 per cent, per annum over the 
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first three years of the Sixth Plan. The achievement 
of the targeted growth rate would require over 
6 per cent, per annum growth rate in real GDP over 
the remaining two years of the Plan. This high rate 
of growth appears to be an extremely formidable 
task in view of inadequacy of investible resources, 
near stagnation in real agricultural income and the 
poor prospects in export market. This, in turn, 
would limit the industrial growth. 

There had been liberalisation of imports in the 
first three years of the Sixth Plan. It contributes to 
slow down of production in inefficient industries. 
These industries may be disinvesting whereas the 
efficient industries which are in a position to take 
advantage of liberal import may be investing more. 
There is, however, no direct evidence to show whe- 
ther the latter has made good the loss by the former. 
The balance of payments data do not adequately 
reflect the real picture due to periodic changes in 
classification by customs and also due to the reason 
that the price level at which these are reported is 
not known. In the absence of comparable detailed 
data, decisions are taken more on hunch rather 
than on the basis of technical analysis. Great 
reliance is placed on inferential method rather than 
on direct investigation method. 

Regarding the assumptions behind the targeted 
growth rates, enough indicators are not available to 
test their validity. The trend data on capital-output 
ratios are not available. It is difficult to ascertain 
whether estimated capital-output ratios hold good 
or not. The growth rates in agriculture, industry 
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and other sectors are based on certain assumptions 
concerning planned outlays and likely performance 
in crucial infrastructure services such as railways, 
irrigation, power. The studies reveal that there had 
been shortfalls between targets and achievements of 
public sector infrastructure services. These have 
adversely affected the performance of the agricul- 
tural and industrial sectors. Shortfalls in agricultural 
output adversely affect the industrial growth rate 
because of the linkages between the two sectors. In 
the event of lack of domestic demand for industrial 
goods arising due to shortfalls in the projected 
agricultural income, industrial growth could be 
sustained by demand from external markets. There 
is no evidence of growth of demand in external 
markets also. It seems that the growth paths and 
the financial and monitoring instruments chosen to 
go through these paths probably are not appro- 
priate. According to Shri Roy, the Indian plans are 
tilted in favour of heavy industries. In the 
models of all the Plans, agriculture is not given 
adequate attention. Of course, time to time efforts 
had been made to correct the tilt in favour of 
agriculture. For example, policies and programmes 
introduced in the later half of 1960s to bring 
about green revolution, were some of such efforts in 
the direction. These were not followed by policies 
and programmes to sustain the growth rate in agri- 
culture. Cost over-runs and schedule slippages are 
the common features of our projects. In many cases, 
the cost of projects are deliberately underestimated. 
There are many other aspects which are not 
adequately taken into account at the time of 
formulation of Plan models. For example, due to 
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growth of income in the unorganized sectors, invest- 
ments are taking place which are not necessarily in 
keeping with the Plan priorities. 

Shri Roy also observed that under democracy, 
politicization of Planning Commission is unavoid- 
able. He also observed that a right blend of gene- 
ralists and specialists is a welcome proposition. 
Planning Commission should be staffed by such 
bureaucrats who have an aptitude for planning. 
Sometimes, IAS officers dominate the specialist staff. 
This is not a healthy practice and this seems to be 
happening in Planning Commission. 

In the course of discussion, it was pointed out 
that with different political parties in power in 
different States, the plan priorities and models are 
increasingly becoming out of place. For example, in 
some of the States, mid-day meals programmes 
which are welfare-oriented, have been introduced at 
a scale leading to some shift of plan priorities. It is 
doubtful if the State Governments have the willing- 
ness and the ability to raise resources through taxa- 
tion to finance such social welfare schemes. They 
are dependent on the Centre for aid. This has an 
adverse effect on the development activities. 

Prof. A.M. Khusro, Member, Planning Com- 
mission who chaired this session, pointed out that 
Indian data might have a weak base but there was 
no deliberate attempt to consciously ‘cook’ statis- 
tics. The validity of the Indian data might be judged 
from the fact that half the world’s exercises on 
planning models are based on Indian data. In this 
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sense, ours is one of the most planned countries and 
has set up an extensive machinery for improving the 
reliability of data. It is true that sometimes the 
data are not comparable over time, owing to 
changes in coverage and methodology. This is 
bound to happen when methodological improve- 
ments take place. It is also true that the available 
data are not adequate for the tasks ahead. For 
instance, in price statistics there is a total neglect of 
black market prices in land, housing and other 
essential commodities. According to Prof. Khusro, 
during the fifties and the sixties there had been an 
emphasis on public sector corporate activities in 
sectors like power, transport and communication. 
The private sector is the biggest beneficiary of the 
investment in these sectors. However, while this 
sector pleads for price decontrols in respect of 
output which it sells, it would not like the prices of 
the inputs like electricity, water or freight to be 
increased. 

According to Prof. Khusro, conflicting opi- 
nions on priorities are natural in the development 
process. Despite such conflicts, one could say that 
the economic conditions of the people have improv- 
ed. Even if it is accepted that the percentage of 
people below the poverty line has remained cons- 
tant, it cannot be denied that the number of non- 
poor has considerably increased. With 40 per cent, 
of the population remaining below the poverty line, 
the total number of poor in 1951 works out to be 
140 million and that of non-poor 210 million as 
against 280 million and 420 million in 1981 res- 
pectively. Thus, during these 30 years of develop- 
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ment 210 million people were uplifted into the 
category of non-poor. This is nearly equal to 
population of U.S. A. and is in itself a significant 
achievement of planning. Literacy too has gone up 
during this period. Between 1951 and 1981, 186 
million people joined the category of literates. 
This is more than the population of several Euro- 
pean countries put together. While recognising the 
felt needs of the people it is necessary to mobilise 
the resources for further development in the pro- 
ductive sectors of the economy. It is not a question 
of only welfare and no infrastructure or vice versa. 
It is a matter of relative emphasis on the two objec- 
tives of planning to get better results. The capital- 
output ratio is approaching six which is higher than 
that envisaged in the Plan. Factors like under-utili- 
sation of capacity and disturbed industrial rela- 
tions are responsible for the high capital-output 
ratio. Efforts have to be made to reduce ineffii- 
ciencies in the use of capital. 
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The microprocessor was invented in 1972-73, 
and combined with a few other units it becomes a 
complete computer. In the context of economic 
planning, computer plays a significant role. It can 
help improving the level of productivity of plan 
efforts through optimisation of resources. Adequ- 
ate provisions for food, shelter, clothing or edu- 
cation in a country depend on available resources. 
Resources depend on productivity and, productivity 
can be improved by optimising the existing resour- 
ces. This can be done only with the help of compu- 
ters. Computers have opened almost limitless new 
dimensions of growth. These are playing a dynamic 
role in all the endeavours of life, business, industry, 
government, administration, mass communication, 
education or entertainment and, defence. 

The computers are practically all-pervading. 
They have replaced human attention with improved 
performace in almost all activities. Ip the hom§ 

ill 
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front, one can take the example of sewing machine. 
In the old automatic sewing machine, cams, levers 
and gears were used to set a sewing pattern. This 
required complicated mechanical components. The 
programmed instructions within the microprocessor 
can now cause the sewing needle to move in a pre- 
cise way and produce the required pattern. In the 
various industrial processes where hazards are 
involved robots have replaced the earlier manual 
control systems by automatic processes. Digital 
watches and the 35 mm camera are other exam- 
ples where microprocessors have been used. The 
wordprocessor developed about four years ago 
has greatly facilitated the office work. The informa- 
tion fed through a keyboard to the wordprocessor 
can be read on the screen, modified, edited and 
revised, all within the computer. The machine 
finally gives typed copies rapidly without flaw. 
The wordprocessor is now being superseded by a 
communicating wordprocessor. This machine can 
print information at remote location at a speed 
faster than the existing telexes. Using the micro- 
computer the secretary of an executive can organise 
his activities rather than be busy only in short- 
hand and typing. In auto industry, the micropro- 
cessors are used to control the speed; provide 
correct mixture of air and fuel; monitor engine 
temperature and give advance warning of the 
possible accidents and automatically slow down 
the speed and change the direction to avoid the 
accidents. It is estimated that by 1990, there will be 
a several hundred crores worth market, in the west, 
for the microprocessors in auto industry alone. 
Microprocessors help to relieve the suffering of the 
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old and physically handiapped. Computers control 
and operate security systems, play chess, answer 
telephone calls and provide information about air- 
line schedules, shopping catalogues and banking 
facilities. Computers help to simulate proposed 
building complex, city or a town. City planner on 
TV screen can see rather than imagine how the 
proposed structure will actually look and introduce 
modifications, if necessary. 

In planning economic growth, computers are 
used in agriculture to give real time information to the 
farmers about temperature, humidity, rain, forecast 
for say, the next 24 hours. They guide the farmer 
about the amount of water needed for irrigation 
according to the humidity, the percentage of manure 
in soil, conduct the economic analysis of crops and 
tells them at what time he should sow what. He 
simply has to press a button to get the information. 

Computers are used in the design of improved 
computer machines and a host of equipment and 
tools. This is called Computer Aided Design 
(CAD). Similarly, Computer Aided Manufacture 
(CAM) is used in industry like electronics where a 
high level of accuracy is required. Computers guide 
the movements of tools and control the manufac- 
turing process minutely and with great precision. 

The microprocessor is built from silicon which 
is contained in common sand to the extent of 
about 26%. Silicon (unlike uranium) is not in short 
supply in the world. The technology to extract 
silicon from sand to a level of purity required, is 
extremely sophisticated, Silicon has the ability to 
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seethe light from 0.4 to 1.1 microns wavelength 
which the naked eye cannot see. It can see in star- 
lit night or even cloudy night. This property makes 
it very useful in defence. All the war machines 
have some exhaust or emit some rays which can be 
used for its detection in absolute darkness. The 
submarines used periscope in old times which could 
be seen by the enemy. It has now been replaced by 
the CCD camera and microprocessor which can 
scan the whole area without being detected. Super 
eye of silicon which has a transmitter can be sent 
as a “bomb” in the enemy territory (containing a 
camera, parachute and transmitter) that can send 
information from there. Earlier this work was 
done by spies and their fatality rate was high. This 
also gives instant information, as compared to days 
which spies used to take. 

Research efforts are being put to convert the 
spoken words into typed information as an aid for 
the deaf people and reply of the deaf person into 
spoken words. Silicon has many other uses in 
medical science. In neurology, spinal cord dis- 
orders can be discovered much earlier. The mus- 
cular responses are measured and analysed by the 
computer and the information is displayed on the 
screen for the doctor. To paralysed people whose 
nervous system does not work but otherwise the 
body is healthy, the microprocessor provides the 
communication system and the person walks nor- 
mally. Computer generated graphics help physicians 
to scan the brain for neurological and chemical 
activity. By computerised services, doctors are able 
to distinguish different tissues with sensitivity 
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60 times that of ordinay X-ray techniques. 
Electronic pacemakers give a new lease of life to 
heart patients. 

There are various myths about computers. First 
is that it causes unemployment and second that 
they are prohibitively expensive. In early thirties, 
electric fans were resisted on the plea of displace- 
ment of a large number of people employed to 
move the fans. This did not prove to be true. In 
the use of computer there is a question of quality of 
work. If the social and political system is just, 
there can be equitable distribution of wealth arising 
from modern technology. It may create temporary 
dislocation of jobs, but in the long run it generates 
more employment. With the use of computers, the 
quality of work will improve and everyone will be 
better off. The prices of computers have come 
down drastically. Government should educate 
people to remove the myths of unemployment. 

The computers have hardware and software. 
The hardware is the physical components including 
the silicon chip. Computer also needs program- 
ming which may be stored on the magnetic tapes or 
silicon chips. The programmes contain instructions 
and are called software. Computer’s hardware 
consists of input units, output units, control, 
processor, etc., and the software comprises of utility 
programmes. 

The birth of the modern computers took place in 
1946 in the University of Pennsylvania with 
ENIAC. It was made from thermionic valves. It 
needed a room of 1,500 sq. ft., weighed 30 tons, had 
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18,000 valves and consumed 1,40,000 watts of power. 
Every 8 minutes a tube failed. It used vacuum tubes 
and could make 1,000 calculations per second. 
These were very big and cumbersome if judged 
from present standards, though at that time 
they were wonderful inventions. This was the 
first generation computer. The second generation 
was made from transistor which reduced the size 
considerably. These could make 1,00,000 calcula- 
tions per second in early 60s. In the third generation, 
the transistors were replaced by integrated circuits. 
These were more reliable and less expensive. With 
fourth generation came large scale integration, 
where in a single chip one could have a large 
number of components. The size was further 
reduced, speed was further increased and reliability 
further improved. The Japanese are about to an- 
nounce the fifth generation which has artificial intel- 
ligence. 
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According to Dr. Dhami P. Sinha, Director 
Management Development and Research Division, 
Administrative Staff College of India, the two themes 
relating to management of differences and commit- 
ment for plan are inter-linked. Conflict management 
is an essential pre-requisite for building commitment 
in organization. If people are not committed the 
Plan will remain a blueprint and the system estab- 
lished can be circumvented. A large number of 
exercises are undertaken in terms of resources, 
investment and allocation for finalisation of five 
year plans, but adequate attention is not given to 
human aspect of implementation of the plan. The 
success of plan will depend on appropriate adminis- 
trative structure, system and people. Most critical 
of the three variables is the people, management of 
human resources. 
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In formulation and implementation of economic 
development plans, the processes of differentiation of 
responsibilities and integration of work are unavoid- 
able. Differentiation and integration generate 
conflict and co-operation. Conflict has to be managed 
and co-operation has to be encouraged— both are 
important for generating commitment. 

Planning is a multi-level vertical process involv- 
ing centre, states, districts and villages, but the work 
of implementation is a horizontal process which 
calls for coordination between various agencies and 
institutions in a given location. In this context, 
differences in viewpoints and conflicts are com- 
monly experienced. Conflict can be either functional 
or dysfunctional. Functional conflict is desirable; it 
is a vehicle of change. Dysfunctional conflict 
reduces autonomy of organisations and individuals 
and creates problems. The important hallmark of 
dysfunctional conflict is win-lose syndrome, that is 
somebody has to win and someone has to lose. 
Such conflicts are unproductive and have to be dealt 
with. In the organisation, differences occur at 

(a) inter-personal level, i.e. between individuals, and 

(b) at inter-group level, i.e. between groups and 
departments. The dynamics of these two types of 
differences and conflicts are entirely different. 
Normally, with the change of involved person, 
personal conflicts disappear. Inter-departmental 
conflicts result from inter-dependencies, where col- 
laboration is necessary to achieve results. 

Collaboration and conflict are in fact two sides 
of the same coin. Culturally, Indian society approves 
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of collaboration but considers conflict undesirable. 
If the plan is to be implemented, administrators 
have to learn to resolve conflicts and create colla- 
borative lateral relationships. If the various tasks of 
planning have to be accomplished, it is necessary to 
manage lateral relationships and horizontal coordi- 
nation. If we do not perceive mutual inter- 
dependencies, the conflict will escalate to a higher 
order. To manage the conflict both at inter-personal 
as well as inter-departmen tal or group levels, 
attempt has to be made to find a solution which has 
win-win orientation. One must begin with the 
assumption that conflict is inevitable but agreement 
is possible. If conflicts are put under carpet they 
will pile up and erupt like a volcano. Transfer of 
person in a conflict situation is a short-range solu- 
tion. Some administrators are very effective in 
managing crisis whereas others are great in stable 
environment. Better situation will be if the admi- 
nistrators have capabilities to deal with all types of 
conflicting situations. The transfer of people is a 
‘holding operation’ but not building the organiza- 
tion. If the attitudes are changed and effort is made 
to objectively solve problems with a win-win syn- 
drome, better results can be obtained. 

According to Dr. Sinha, conflict cannot be 
resolved in an unequal power situation; power in 
behavioural sense not in terms of formal authority. 
For managing differences, the administrators must 
establish behavioural equality so that the parties 
involved are willing to talk on issues openly. This 
can be done through the process of dialogue with 
give-and-take attitude. In some situation when 
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bilateral dialogue is not feasible, help of a third 
party (a neutral catalyst) might be obtained. 
Dialogue emerging from questions How, What, 
When, Where and Why, facilitate explanation. The 
best way of managing differences is frequent use of 
these adult questions. Quite often, optimal tension 
is required for managing conflict, but creating 
optimal tensions is a double-edged weapon. The 
administrator must know how to tactfully descalate 
a situation. 

Culturally, collaboration is valued and conflict 
is considered undesirable behaviour. Hence, tendency 
is to avoid conflict, taking recourse to fate, isola- 
tion, withdrawal or indifference syndrome. The 
reality is that needs of collaboration and demands 
of collaboration generate conflict. Conflict and 
collaboration have both to be accepted, and must be 
managed in a win-win style, i.e. both parties must 
have the perception that each one has won. The 
perception that ‘I have won’ is important. 

Dr. Sinha also pointed out that once conflict has 
been managed successfully the administrators have 
to be ready to deal with the next round of differ- 
ences, because as long as people will collaborate 
there will always be conflicts. As such, institutional 
mechanism for dealing with the conflicts has to be 
developed on normal and continuing basis. This 
will help in increasing productivity, raising people’s 
goodwill and improving performance. 

The first strategy for building commitment is to 
resolve or manage conflict and to develop such 
institutional mechanism which can help in handling 
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differences and conflicts as and when these appear. 
This will pave the way to building commitment, that 
is commitment to objectives, tasks and the plan as 
a whole. Commitment comes from ability to see 
that T am a part of the organization, have some- 
thing to contribute and have a role to perform. The 
task of implementing plan which is multi-disciplinary 
cannot be achieved without the co-operation of the 
people involved. This cannot be performed by the 
executive himself alone. People will perform the 
tasks if the executives accept the reality that they 
constitute their team and executives are dependent 
upon them for their successes and vice versa. 
Cohesive teams in working have to be created 
irrespective of the fact whether it is a business enter- 
prise or government administration. Usually, an 
administrator has not more than eight to twelve 
persons to work on his objectives/tasks. To accom- 
plish his tasks, an administrator has to build teams 
and accept the reality that the desired results cannot 
be obtained without the support of these people. 
Apart from building teams, he has to build inter- 
departmental, inter-team and inter-functional 
relationships. The members of the team must be 
together like members of an orchestra. If one person 
does not play the proper tune it affects the perform- 
ance of the entire group. 

Decision making is another important variable 
in building commitment. According to Herbert 
Simon, it is the most critical variable in efficient 
functioning of an organisation. There are five alter- 
native ways of making decision. An executive may 
use his own judgment and decide. Secondly, the 
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executive may obtain opinion from others and then 
decide. Thirdly, he may consult individually. 
Fourthly, consult in group, and lastly, try to obtain 
group consensus. The last three styles generate 
acceptance and commitment. The quality of deci- 
sion making is, however, not correlated with a 
decision style. If in the group nobody has expertise 
then better quality of decision may emerge through 
consultative and consensus process. While decisions 
have to be made by an administrator, in his own 
role, consultations with people and involvement of 
groups help in creating acceptability and commit- 
ment. 

In the discussion that followed, a question was 
raised about the importance of reward in building 
commitment to the plan. Dr. Sinha pointed out that 
an administrator does not have authority to reward 
and punish as he desires. He has, however, freedom 
to provide encouragement, recognition and intrinsic 
reward where people find challenge and meaning in 
their job. He can create working environment which 
facilitates open discussion, generation of creative 
ideas and acceptance of challenging tasks. 

It was emphasised that in the planned economy 
of India, bureaucracy has an important role in eco- 
nomic development and social change. These can- 
not be achieved unless professional commitment for 
performance to tasks and goals of planning is built 
and differences are managed on a continuing basis. 
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The session was presided over by Prof. A.M. 
Khusro, Member, Planning Commission. The pur- 
pose of the session was to gather group members’ 
ideas which might help in developing a forward 
strategy of economic growth. In was in the nature 
of gathering harvest in terms of various points of 
views which might contribute to the emergence of 
new ideas and fresh approach for management of 
economic development. The main contributions by 
the participants are summarised below : 

I. Macro Plan Design and Models 

1. Indian planning model though strong had 
some substantial weaknesses. The systems of fore- 
casting, surveys, demand projections and income 
assessment have been really good and sophisticated, 
but lack robustness in the sense that these do not 
stand disturbances that emerge in the economy as 
the plan implementation proceeds. Calculations 
should be made on varying assumptions so that the 
plan models are sensitised to various disturbances, 
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2. Planning Commission undertakes inter-sec- 
toral balancing exercises for plan models. Changes, 
however, are made in certain variables for different 
considerations. But the impact of these changes in 
the input-output models is not worked out for inter- 
sectoral harmony. This should be done to avoid ad 
hoc changes in the growth models. 

3. The macro economic models should show 
capital employment ratios and their effects on 
different investment patterns. 

4. Rise in capital-output ratio is merely statisti- 
cal because certain items which were not treated as 
capital expenditure earlier are now included in 
incremental capital. 

5. In the existing system of preparing plans at 
constant prices, the effective plan size in real terms 
gets reduced as a result of rise in prices. The annual 
plan system within the five year plan period had 
assumed that the resources of the plan would go up 
correspondingly with the rate of increase in price 
level. This assumption has, however, not proved to 
be right. As a result, there remains a gap between 
rate of growth on resources side and that on the 
basis of expenditure. Budgeting on anticipated 
prices could be a solution. But an explicit mention 
of assumed rate of inflation has an adverse psycho- 
logical effect on different segments of the economy. 
The plans can be made realistic if the system of 
constant prices is modified by making adequate 
provision for the gap. 

6. The deterioration in the terms of trade was 
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taken into account for the first time while estimat- 
ing the required resources for the Sixth Plan. The 
Seventh Plan must also take into account global 
inflation. The planning models should keep in view 
relative price structure within the country and in 
rest of the world. 

7. The planning techniques call for some re- 
examination keeping in view the structure of 
society. On the one hand, quick change is desired 
from low infrastructure and capital-input base, 
and on the other, the cherished democratic values 
in planning are adopted. This led to a peculiar 
mixture of centralization and ad hocism in planning. 
As a result, despite 30 years of planning with 
emphasis on irrigation and crop harvest it has not 
been possible to insulate the uncertainties of weather. 
The strategy of planning should mitigate the effects 
of uncertainties. 

8. The Perspective, Annual and Five Year Plans 
have very rarely been integrated from the points of 
view of non-renewable and non-tradeable resources. 
A more careful selection of the planning strategy is 
needed keeping in view availability and use of the 
non-renewable resources. 

9. In plans, major thrust should be in taking up 
such selected areas of specialization where the 
country has comparative advantages and export 
orientation. For instance, Germany has specialised 
in mechanical industry and Japan has excelled in 
electronics. 

10. The technology adopted over the Inst thirty 
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years has not generated enough surplus for plough- 
ing back. As a result, the emphasis had been on 
more tax, subsidies and resources. In most cases, 
particularly in public sector, the capital intensive 
technology has been selected and a larger number 
of people have been employed. As a result, full 
benefits of technology have not been realised. It is 
necessary to examine the methods relating to choice 
of technology and determine the changes required 
in institutional structure and non-economic practices. 
In choice of technology, appropriateness should be 
regarded not as a static concept but must have a 
dynamic connotation. 

11. Import of technology should be basically 
permitted on rational considerations after proper 
investigation. Imported technology should be 
indigenised. 

12. The plan formulation mechanism should 
effectively cover private sector which contributes 
nearly 80 per cent, of national produce. The pro- 
ductive needs of the households as decentralised 
plan-base must be adequately provided. 

13. Variety of problems call for different mana- 
gement responses. The private sector must have 
required flexibility rather than repetition of what- 
ever government does. Meaningful linkages have to 
be established between private and public sectors so 
that their managerial efforts are directed towards 
a common goal. 

14. The plan models should give projections of 
the impact that the plan expenditure will have on 
the income distribution among population below 
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poverty line. These should also incorporate the 
effects of employment generation on high income 
groups. 

15. Rigorous discipline must be enforced for 
techno-economic orientation of the plan proposals 
and should be submitted well in time at least before 
one month of their appraisal and discussion in 
Planning Commission. 

II. Investment Pattern and Priorities 

16. A large portion of maintenance expenditure 
forms a part of investment budget and this results 
in a very high capital-output ratio. The plan discus- 
sions should not be confined only to issues relating 
to new investments, but should also cover how to 
make optimum use of the total capital stock, 
including provisions for depreciation, renovation, 
and repair. 

17. The increase in the production of oilseeds 
has been very slow, resulting in a huge drain of 
foreign exchange. The plan should develop a strategy 
of growth so that green revolution spreads to 
oilseeds. 

18. Agriculture is weather bound and more land 
cannot be added. If there are severe droughts in the 
country there will not be enough buffer stock of 
foodgrains- Food for people has to receive top 
priority. 

19. The core sector needs to be redefined from 
socio-political point of view. It should include food, 
education, water supply and employment. So far, 
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power and industrial sectors have received major 
attention in the plans. The investment outlays in 
agriculture and social services sectors have to be 
increased and the funds provided for these should 
not be diverted to other sectors. 

20. The present system of working in government 
requires some changes so that it becomes conducive 
to higher productivity. It should be ensured that 
the government takes decisions mainly on economic 
and rational considerations rather than merely on 
the ground of answerability to the people. 

21. Industries which have export potentials 
should be identified and incentives be given so that 
these are able to compete in the international 
market and earn foreign exchange. The plan should 
review the position in this regard. 

22. Substantial funds are being pumped into 
employment generation programmes in the form of 
subsidies. These are supposed to be productive sub- 
sidies so as to generate individual incomes. But 
there is no corresponding responsibility on the 
individual beneficiary to contribute to savings for 
investment. Some mechanism should be devised so 
that a part of additional income generated through 
subsidies goes to savings and is recycled for generat- 
ing more income. 

23. There is a need to reform taxation system so 
that those who add value to the society do not 
evade taxes. 
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III. Planning Machinery and Process 

24. Country is facing the problems of develop- 
ment of backward areas, and regional disparities. 
In the First and Second Plans, local level planning 
was emphasised and it was proposed to have an 
appropriate organization and political set-up. This 
has somehow not materialised. Proper local plan- 
ning requires a strong data base at unit level, and 
preparation of regional input-output tables. 

25. The planning machinery at state, district 
and block levels must be professionalised. Unless 
this is done, decentralised planning at panchayat 
samiti level will not work effectively and data at 
local levels will not be forthcoming to help in 
preparing district and state plans. It is all the more 
necessary because action for plan implementation is 
normally taken at state level. 

26. The existing planning process is partial in 
coverage. The private production sector is outside 
the purview of the plan process. Apart from this, the 
distinction between plan and non-plan is artificial 
as both contribute to economic development. The 
planning at state level in particular should take a 
total view of the development process. 

27. Planning in India has to be based on 
aspirations of different people. It has to provide 
for effective land reforms, competitive job oppor- 
tunities, democratic values of life and protection of 
economic interests of the poor- For this purpose, 
dependable data for every village on various aspects 
of development are to be provided. 
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28. The planning process is not attuned to meet 
the realistic needs of the country. Highly sophisti- 
cated products which the poor cannot afford to 
purchase are produced. Most of the employment 
generated does not provide income enough even to 
meet the basic needs of the people. Mahatma 
Gandhi’s approach to economic development is 
relevant even now. 

29. The present system of planning does not 
have a built-in elasticity to generate additional 
resources for financing the price escalations. As a 
result, the physical performance in public sector 
projects is much less than the plan targets. It may 
be explored if public sector enterprises could 
generate more internal resources and become self- 
financing. It is not desirable to continue providing 
additional resources through budgetary allocations 
for making up the financial shortfalls. 

30. In the planning system, a built-in elasticity 
should be provided to generate additional resources 
for taking care of price escalations. If the element 
of rising prices is introduced in plan formulation, a 
number of problems like relative prices of invest- 
ment and consumption goods would emerge. These 
should be taken into account. 

31. Inflation at moderate rate does not bring 
about erosion in financial resources of the economy 
as a whole. Real problem is how to mobilise a 
larger share of the private savings for public sector 
investment. The public sector enterprises, on the 
other hand, should become substantially self-financ- 
ing and reduce their demand on Government budge- 
tary support. 
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32. A catalogue of all the major plan schemes/ 
programmes/projects indicating their objectives/ 
goals, outlays, implementing agency, period of 
execution, results achieved, may be prepared. Prof. 
D.R. Gadgil, the then Deputy Chairman, initiated 
this exercise on a very ambitious scale but much 
headway was not made. In the initial stages, it may 
be done in selective manner. 

IV. Manpower Management' and Development 
Administration 

33. Population problem will continue at least 
upto the middle of the next century. So will be the 
mass unemployment and mass migration from rural 
to urban areas. People should be treated as a 
resource. The plans should aim at an optimum 
change rather than remain content with a 
marginal shift. This will not be easy unless there is 
a major science and technology breakthrough. 

34. Planning is a continuous process. The returns 
from investments made in the Sixth Plan would 
result in the Seventh Plan and those of the Seventh 
Plan would result in Eighth Plan and so on. To get 
more out of investments it is necessary to use 
improved management practices in optimising 
resources at the planning stage and also in the 
subsequent stage after new investments have been 
made. Higher output can be obtained through 
demonstration of physical possibilities of getting 
increased output from the same input through 
improved technology rather than with price 
mechanism. For better management, there is a need 
to train administrators and technical personnel in 
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management systems and concerned aspects of 
technology. This will call for manpower planning 
of technical, skilled, semi-skilled and managerial 
personnel in all disciplines and in all areas— 
technical and non-technical. 

35. The frustration among government em- 
ployees is high. Performance based reward system 
should be instituted. 

36. Although the standard of technical education 
is going up, the responsibilities assigned to technical 
people are not increasing correspondingly. This 
does not provide job satisfaction and results in 
under-utilisation of technical manpower, over- 
employment, and consequently lower wage pay- 
ments. 

37. The planning document does not provide 
for any punishment or reward system which should 
be put as a part of planning. 

V. Technological Policy and Resources 

38. In the age group 6 to 14 years, there are 
about a hundred million children and by the turn of 
the century they would number a hundred forty five 
million. For their education it will be necessary to 
open a school for 250 pupils every ten minutes if 
we follow the traditional technology of teacher, 
text book and class room. It is not possible to deal 
with such a large number of pupils without the use 
of modern communication technology of computer, 
space, T.V. etc. Higher allocation of funds will have 
to be made for this purpose. 
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39. There should be a fuller utilization of the 
available scientific and technological resources for 
planning. A technology development plan should be 
drawn. For this purpose, administrators and 
technical persons should be trained. Highly skilled 
scientific personnel employed in various teaching 
institutions should be utilised for surveys to identify 
local level problems and resources. The human and 
equipment resources in laboratories should be fully 
utilised for development of district and block level 
plans. The information and modern communica- 
tion systems including computers should be more 
effectively used for monitoring plans and utilisation 
of scarce resources. 

VI. Project Formulation 

40. One of the weakest links in the plan is pro- 
ject formulation. Adequate funds are not provided 
for investigation and preparation of feasibility 
reports. This has, to some extent, resulted in cost 
over-runs and schedule slippages. 

41. All plan proposals, as far as possible, should 
be broken into well defined projects and must be 
accompanied by their implementation plan in a 
tabular form with measurable performance indica- 
tors. 

42. The plan proposals at the time of submission 
must be grouped under three heads— (i) vital, 
(ii) essential, and (iii) desirable, thus describing the 
hierarchy of implementation. The projects marked 
‘vital’ and agreed to by Planning Commission might 
be improved but must not be altered, modified and 
reduced. These must be closely monitored. 
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43. Since the establishment of Project Appraisal 
Division in Planning Commission, nearly 700 major 
investment proposals excluding those involving 
revised cost estimates have been appraised and a 
very large number of approved projects have entered 
into operational stage. It is of common knowledge 
that these projects have not performed according to 
expectation. As such, it is worth examining in 
retrospect, how far our appraisal methods and pro- 
cedures have been responsible for gap between 
precept and practice so that future projects are 
appraised more scientifically. In a number of cases, 
approval of projects has been given without consi- 
deration of financial and economic cut-off rates. 
There are many cases where approval of projects 
was given even though internal rate of return with 
premium for social considerations was less than 
12 per cent.. For instance, Bharat Pumps and Com- 
pressors is reported to have IRR of 4 and 9 without 
and with premium of 25 per cent, on foreign 
exchange investment component respectively. Zetor 
Tractors (Pinjore) had zero rate of return without 
premium. Transformer Project at Jhansi had 
6.43 IRR. It is difficult to say how widespread is 
this practice of approval of projects with low return 
by P.I.B. In a recent national workshop on “Apprai- 
sal and Selection of Investment Proposals”, diverse 
practices of appraisal and selection came to light, 
and need for undertaking an in-depth study of some 
selected projects was felt for evolving improved 
methods of appraisal. Such a study requires whole- 
time attention of experts in different disciplines. It is 
difficult for subject division of Planning Commis- 
sion to take up this study along with their normal 
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work. Since study will require examination of 
government and project files, it will be better if some 
institution patronised by government is asked to 
take up such a study under the supervision of some 
high powered committee. A study of this nature can 
also provide case study materials for use in training 
programmes for civil servants and public sector 
executives. 

VII. Implementation and Monitoring 

44. Plans prepared are excellent, but their imple- 
mentation is not satisfactory. A good plan should 
have a built-in provision for effective implementa- 
tion. There should be a proper system of communi- 
cation at state, district, block and village levels for 
plan implementation. It should be easily under- 
standable by the people likely to be involved in the 
implementation. 

45. Various implementing agencies are involved 
in plan formulation through working groups. 
Quarterly performance reviews of progress are done 
at the top levels in the Ministries. Remedial actions 
are identified and communicated to the concerned 
agencies. These monitoring arrangements are requir- 
ed to be strengthened. Projects have cost and time 
over-runs. The installed capacities are not fully 
utilised. The managerial skills are required to be 
developed and improved. The best possible returns 
have not been obtained from investments. 

46. A constant review of all plan projects should 
be undertaken. The projects which become uneco- 
nomical, out-of-date or obsolete should be dis- 
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continued. The resources so withdrawn should be 
invested in projects which are better according to 
economic considerations. 

47. The timely availability of essential inputs 
like coal, cement, etc. should be ensured for each 
project through inter-ministerial coordination com- 
mittees. There is need to get more out of investment 
by better management, by reduction in time and 
cost over-runs in projects and by fuller utilisation of 
created capacities. 

48. Weaknesses in monitoring system operated 
through high level review meetings dealing with 
problems and remedial actions need to be removed 
for improving implementation of plan programmes. 
Monitoring systems should not be equated with 
databanks. These are different and must be develop- 
ed differently. Specific type of monitoring system 
needs to be developed for projects. 

49. The project implementation plan accompany- 
ing the plan proposals must indicate answers to 
questions like what, how, when, by whom, and at 
what cost. 

50. Monitoring of results of plan efforts should 
cover both the aspects of ‘efficiency’ and ‘effective- 
ness’. 

51. The progress of implementation must be 
rigorously watched quarterly by comparing actual 
values against planned values, anticipating and 
identifying problems as soon as or before these 
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occurred, making decisions and taking action on 
time to solve them speedily. 

52. Till a project enters revenue account the 
responsibility of implementation and monitoring 
should be jointly discharged by Planning Commis- 
sion and Central Ministries. 

53. In major projects, PERT based information 
system should be strengthened so that project 
authorities are obliged to update the network and 
give immediate intimation to the Ministry and 
Planning Commission about the total impact on the 
project of the slippage of particular activity in time 
and cost; and reasons thereof so that speedy action 
could be taken to solve the problems and arresting 
the delay in completion of project rather than face 
them as fait accompli. 

VIII. Evaluation 

54. When a project goes on revenve account, the 
project authorities are to send completion report to 
concerned Ministry and to the Comptroller and 
Auditor General of India. The reports are in the 
nature of expenditure statements under various 
heads against approved estimates with broad reasons 
of deviation. These are not evaluation of the total 
project experience summing up various learning 
lessons gained in the process of implementation of 
the project. Some work was initiated in designing 
completion report formats, but these have still to be 
properly tested for their wider usefulness. The 
retrospective in-depth study, suggested at 43 above, 
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can help better in evolving completion report design. 

55. Evaluation of completed projects should be 
undertaken so as to benefit by past experience in 
formulation of future projects. 
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TABLE— 2 



Plan Outlays— Centre, 

States and Union Territories 

(Rs. in crores) 

Period 

Centre 

States and Union 
Territories 

Total 

1 

2 

3 

4 

First Plan 
(1951-56) 

517.82 

1,442.18 

1,960.00 

Second Plan 
(1956-61) 

2,533.98 

2,138.02 

4,672,00 

Third Plan 
(1961-66) 

4,210.91 

4,365.59 

8,576.50 

Annual Plans 
(1966-69) 

3,400.07 

3,225.33 

6,625.40 

Fourth Plan 
(1969-74) 

7,826.10 

7,952.70 

15,778.80 

Fifth Plan 
(1974-79) 

20,507.92 

18,918.28 

39,426.20 

Annual Plan 
(1979-80) 

6,210.68 

5,965.82 

12,176.50 

Sixth Plan 
(1980-85) 

58,670.10 

50,975.70 

1,09,645.80 

Seventh Plan 
(1985-90) 

95,534.00 

84,466.00 

1,80,000.00 


N.B. (1) Up to 1968-69, outlay denotes actual expenditure and rest are 
estimates. 

(2) The figures for the Sixth Plan are estimates derived by summing up 
the Actuals for the first 4 years of the Plan period and the Revised 
Estimate for the final year viz. 1984-85. 

(3) The Seventh Plan figures are outlays only. 

Source : Planning Commission 
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TABLE — 
Flan Financing 


Period 






DOMESTIC 


Balance from 
current revenues 

Additional Tax- 
ation including 
measures to 
increase the 
surplus of Public 

Enterprises 

Internal resources 
of Public 
Enterprises 

Small Savings 

State Provident 
Funds 

1 


2 

3 

4 


5 

6 

First Plan 

Planned 

570 

* 

170 


225 

45 

(1951-56) 

Actual 

382 

255 

115 


243 

92 

Second Plan 

Planned 

350 

850 

150 


500 

250ft 

(1956-61) 

Actual 

11 

1,052 

167 


422 

175 

Third Plan 

Planned 

550 

1,710 

550 


600 

265 

(1961-66) 

Actual ( 

)4i9 

2,892 

435 


682 

336 

Annual Plans 

Actual 

346 

908 

398 


419 

303 

(1966-69) 








Fourth Plan 

Planned 

1,673 

3,198 

2,029 


665 

660 

(1969-74) 

Latest (- 

-) 236 

4,280 

1,135 


1,064 

874 


Estimates 







Fifth Plan 

Planned 

4,901 

14,693 

849 


2,022 

1,987 

(1974-79) 

Latest 

6,636 

10,300 

2,583 


2 132 

2,013 


Estimates 







Annual Plan 

Planned 

2,217 

2,115 

1,696 


650 

543 

(1979-80) 








Sixth Plan 

Planned 

14,478 

21,302 

9,395 


6,463 

3,702 

(1980-85) 

Latest 

1,893 

32,970 

5,810 


9,912 

3,956 


Estimates 







1980-81 

Planned 

2,511 

1,479 

2,016 


667 

1,100 


Actual 

2,662 

926 

1,231 


1,121 

618 

1981-82 

Planned 

2,640 

2,778 

1,735 


1,250 

693 


Actual 

2,561 

4,154 • 

836 


1,361 

605 

1982-83 

Planned 

1,648 

6,896 

1,484 


1,430 

764 


Actual 

923 

6,822 

1,235 


1,721 

1,005 

1983-84 

Planned 

75 

10,011 

2,173 


1,700 

811 


Actual ( 

-)932 

9,723 

1,063 


2,409 

781 

1984-85 

Planned (— 

)1 ,161 

12,247 

2,004 


2,400 

917 


Revised (— 

>3,321 

11,345 

1,445 


3,300 

947 


Estimates 







Seventh Plan 

Planned {— 

-)5,249 

44,702 

35,485 


17,916 

7,327 

(1985-90) 









^Included in Rs. 570 under Col 2. 


**Actual expenditure amounted to Rs. 15779crores. 
fLater revised to Rs. 2378 crores 



Appendix I 


157 


4 

by Sources 


(Rs. in crores) 


RESOURCES 

Market 

borrowings 

Others 

Deficit financing 

Total 

Budgetary receipts 
corresponding to 
external assistance 
<& IMF Loans 

Aggregate 

Resources 

: 

7 

8 

9 

10 

11 

12 

115 

133 

290 

1,548 

521 

2,069 f 

204 

147 

333 

1,771 

189 

1,960 

700 

X 

1,200 

4,000 

800 

4.800 

756 

86 

954 

3,623 

1,049 

4,672 

800 

275 

550 

5,300 

2,200 

7,500 

823 

272 

1,133 

6,154 

2,423 

8,577 

725 

443 

676 

4,218 

2,410 

6,628 

2,326 

1,887 

850 

13,288 

2,614 

15,902 

3,145 

1,751 

2,060 

14,073 

2,087 

16,160** 

6,507 

1,156 

1,354 

33,469 

5,834 

39,303 

7,443 

836 

3,560 

35,503 

5,209 

40,712 

2,591 

348 

1,355 

11,515 

1,086 

12,601 

22,222 

5,009 

5,000 

87,571 

9,929 

97,500 

24,702 

7,365 

15,684 

1,02,292 

8,529 

1,10,821 

3,505 

150 

1,722 

13,150 

1,792 

14,942 

3,598 

c — )303 

3,451 

13,304 

1,719 

15,023 

4,063 

1,390 

1,539 

16,088 

1,379 

17,467 

4,146 

839 

2,519 

17,021 

1,352 

18,373 

4,627 

1,071 

1,371 

19,291 

1,669 

20,960 

5,178 

839 

2,350 

20,073 

1,652 

21,725 

5,684 

1,561 

1,586 

23,601 

1,940 

25,541 

5,697 

2,779 

2,134 

23,654 

1,660 

25,314 

6,059 

3,672 

2,003 

28,141 

2,089 

30,230 

6,083 

3,211 

5,230 

28,240 

2,146 

30,386 

35,201 

12,618 

14,000 

1,62,000 

18,000 

1,80,000 


f f Denotes total of amounts under Cols, 6 & 8 


x Included under Col 6 


Source : Planning Commission 
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TABLE-5 

Gross Domestic Saving and Gross Domestic Capital Formation 
(at Current Prices) 


(Ms. in crores) 


Year 

Gross Domestic Saving 


Gross Domestic 
Capital Formation 


Household Sector 

Private Corpo- 
rate Sector 

. 

Public Sector 

■ 

Total 

Percentage of 
total to Gross 
Domestic Product 

Total 

Percentage to 

Gross Domestic 
Product 

1 

2 

3 

4 

5 

6 

7 

8 

1973-74 

8,522 

1,063 

1,807 

13,392 

19.3 

11,784 

22.0 

1974-75 

8,610 

1,440 

2,676 

12,726 

18.3 

13,379 

19.2 

1975-76 

10,534 

1,055 

3,339 

14,928 

20.1 

14,811 

19.9 

1976-77 

12,698 

1,147 

4,185 

18,030 

22.5 

16,721 

20.8 

1977-78 

14,687 

1,375 

4,168 

20,230 

22.5 

18,765 

20.9 

1978-79* 

17,754 

1,6 11 

4,781 

24,146 

24.7 

24,274 

24.8 

1979-80* 

17,385 

2,350 

4,968 

24,703 

23.0 

25,283 

23.5 

1980-81* 

21,879 

2,615 

4,590 

29,084 

22.8 

31,185 

24.5 

1981-82* 

23,947 

2,691 

7,229 

33,867 

23.0 

36,485 

24.8 

1982-83* 

26,375 

2,994 

7,869 

37,238 

22.6 

39,811 

24.2 

1983-84* 

32,443 

3,164 

7,217 

42,824 

22.1 

45,348 

23.4 

1 984-85 t 

36,829 

3,589 

6,788 

47,206 

22.1 

49,781 

23.4 

1985-90t 2,16,165 

28,779 

57,422 

3,02,366 


3,22,366 



* Provisional 
f Quick Estimates 
t Projected for Seventh Plan 


Source : Economic Survey 1985-86— Government of India 
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TABLE— 6 

Development and Non-Development Outlays —Centre and States/ 
Union Territories 


(Rs. in crores) 


Period 

Development 

Non-Development 

Total 

1 

2 

3 

4 

1950-51 

455 

505 

960 

First Plan 
(1951-56) 

3,265 

2,932 

6,197 

1960-61 

1,727 

836 

2,563 

Third Plan 
(1961-66) 

12,981 

7,835 

20,816 

Annual Plans 
(1966-69) 

11,029 

8,389 

19,418 

Fourth Plan 
(1969-74) 

28,006 

21,274 

49,280 

Fifth Plan 
(1974-79) 

66,804 

39,588 

1,06,392 

Annual Plan 
(1979-80) 

20,298 

10,819 

31,117 

Sixth Plan 

1980-81 (Actuals) 

24,426 

12,419 

36,845 

1981-82 (Actuals) 

28,653 

15,085 

43,738 

1982-83 (Actuals) 

33,591 

19,156 

52,747 

1983-84 (Actuals) 

39,274 

21,555 

60,829 

1984-85 (RE) 

48,003 

25,212 

73,215 

1985-86 (BE) 

51,501 

28,825 

80,326 


RE = Revised Estimates 
BE = Budget Estimates 

Source : (1) Review of First Five Year Plan— Planning Commission 
(2) Economic Surveys— Government of Indig. 
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TABLE — 7 

Incremental Gross Capital-Output Ratios 
(at 1970-71 prices) 


Plan 

Capital-Output 

Ratio 

First Plan 


(1951-56) 

3.2 

Second Plan 


(1956-61) 

4.1 

Third Plan 


(1961-66) 

5.4 

Annual Plans 


(1966-69) 

4.9 

Fourth Plan 


(1969-74) 

5.7 

Fifth Plan 


(1974-79) 

3.9 

Annual Plan 


(1979-80) 

Negative 

Sixth Plan 


(1980-85) 

4.1* 

Seventh Plan 


(1985-90) 

5.0** 


*Provisional 

■“‘Projected at 1984-85 prices 

Source : Planning Commission 
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TABLE — 8 

Annual Growth Rates of Agricultural and industrial Production 


(Percentages) 


Period 

Agricultural 

Production 

Industrial 

Production 

1 

2 

3 

First Plan 
(1951-56) 

4.1 

7.3 

Second Plan 
(1956-61) 

4.0 

6.6 

Third Plan 
(1961-66) 

( — )l-4 

9.0 

Annual Plans 
(1966-69) 

6.2 

2.0 

Fourth Plan 
(1969-74) 

2.9 

4.7 

Fifth Plan 
(1974-79) 

4.2 

5.9 

Sixth Plan 
(1980-85) 

5.91 

5.5 

Seventh Plan 
(1985-90) 

4.31 

8.0 


NB. : Seventh Plan figures are expected rates of growth 

Source : Sixth and Seventh, Five Year Plans, Planning Commission 
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o 3 c o 3 So 
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S c « J5 
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18. Technical 
Education 

i. (a) -Engineering 
and techno- 
logy colleges Nos. 33 47 81 640 N.A. N.A. 
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(b) Students 

(Nos.) 2,12,524*1 2,25,499*f l,03,195*f 91,500*t l,17,408*t 


(a) Engineering 
and technology 
schools 

(Nos.) l,424f l,384f 2,326f 2,536f 39.70t N.A. 


Appendix 


< 

2 


171 


< 

2 


< 

z 


m 

VO 

CO* 

GO 

CO 


O 

© 


S3 


2 


VO 

o 


VO 

o 


O 

s 


< 

z 


00 

t~4 

QO 

o 


’xf 

VO 

© 


Nf 

CO 

Q\ 


t*^ 

o’ 


o 

2 


i2 S 
G tS 

O *§ 

5 *5 
00 


<3 

2 


< 

2 


<N 

VO 


VO 

v-> 


*3 


•5 £ z 

Us 

•O M g 

£5u 


C3 


< 

2 


CO 


vo 

c* 

o 


«> 

d 


o 

2 


< < 
2 Z 


< 

< 

< 

z 

2 

2 

Q\ 

r- 

vo 


c\. 


+~ 



oo 

vo* 





oo 


on 

c 


H g o 


VO 

vo 


o 

o 

CO 


u< ,t5 


U 


c 2 


o 

2 


<D 

G 


Selected Plan Achievements — Physical 


172 


Management of Economic Development 



+ Ba!e= 170 Kgs. 

* Figures relate to calendar years 
** Excludes white and wuyan factory 



Excludes statistics of post-matric institutions which is included in school standard 
£ denotes Tentative 
fdenotes Provisional 
N.A. Not Available 
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TABLE 

Principal 


S. No. Commodity 1955-56 1960-61 1965-66 1968-69 1973-74 


1 2 3 4 5 6 7 


I . Food and Live 
animals chiefly for 
food (excluding 
cashew raw) 

34.4 

1. Cereals and 
cereal prepara- 
tions 

N.A. 

II. Raw Materials 
and Intermediate 
Manufactures 

324.2 

1. Cashewnuts 
(unprocessed) 

N.A. 

2. Crude rubber 
(including 
synthetic and 
reclaimed) 

N.A. 

3. Fibres 

76.0 

4. Petroleum oil 
and lubricants 

64.8 

5. Animal and Vege- 
table oils and fats 

N.A. 

6. Fertilizers and 
chemical products 

37.5 

7 . Pulp and waste 
paper 

N.A. 


285.7 

507.2 

336.6 

473.1 

285.7 

507.2 

336.6 

473.1 

776.1 

776.6 

837.2 

1,646.7 

15.1 

23.7 

31.4 

28.8 


17.0 

3.5 

4.9 

3.9 

159.6 

121.6 

121.8 

92.8 

109.1 

107.5 

83.7 

560.3 

7.2 

24,2 

19.3 

64.9 

140.9 

183.7 

337.3 

389.3 

10.6 

8.8 

10,4 

9.3 
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10 

Imports 

{Value: Rs. in Crores) 


1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983 - 84 ** 

1984 - 85 ** 

8 

9 

10 

11 

12 

13 

14 


245.3 

86.9 

4 , 868.0 

9.2 

29.7 

267.0 

1 , 681.2 

552.3 

913.9 

41.7 


279.9 

105.8 

6 , 913.1 

11.6 

53.6 

156.1 

3 . 269.9 

455.4 

1 , 113.0 

30.4 


380.2 

100.4 

9,759.6 

8.7 

31.5 

164.2 

5 , 266.5 

708.8 

1 , 490.1 

18.3 


690.1 

347.2 

10,1382 

18.4 

76.0 

254.4 

5 , 189.5 

688.8 

1 , 512.9 

41.4 


N.A. 

371.2 

N.A. 

1.4 

63.9 

N.A. 

5 , 621.9 

N.A. 

N.A. 

37.5 


N.A. 

6 S 1.9 

N.A. 

14.2 

80.6 

N.A. 

4 , 830.1 

N.A. 

N.A. 

82.3 


N.A. 

170.0 

N.A. 

27.2 

70.7 

N.A. 

5 , 382.1 

N.A. 

N.A. 

142.6 


(Conid.) 


176 Management of Economic Development 


TABLE 

Principal 


1 

2 

3 

4 

5 

6 

7 

8. 

Paper, paper 
board and manu- 
factures thereof 

N.A, 

19.1 

21.1 

18,3 

28.9 

9. 

Non-metal lie 
mineral manu- 
factures 

N.A. 

11.7 

10.0 

32.3 

86.2 

ID. 

Iron and steel 

58.4 

193.0 

154.3 

86.2 

242.6 

11. 

Non-ferous metals 

23.7 

74.5 

108.3 

89.0 

139.7 

III. Capit al goods 

153.4 

560.5 

803.7 

530.0 

650.5 

1. 

Manufactures of 
metals 

N.A. 

36.1 

28.6 

13.5 

21.5 

2. 

Non-electrical 

machinery 







apparatus and 
appliances 

107.7 - 

320.3 

525.7 

370.0 

416.5 

3. 

Electrical machinery 
apparatus and 
appliances 


i 

L 90.1 

138.3 

81.1 

124.1 

4. 

Transport 

Equipment 

45.7 

114.0 

111,1 

65.4 

88.4 

IV. Other (Unclassified) 

94.7 

172.7 

130.9 

157.8 

150.6 


Totg! 

606.7* 

1795.0 

2218.4 

1861.6 

2920.9 


^Figure relate to Private Imports, and the total subsequently revised to 
Rs. 621.3 crores 
**Qenotes provisional 


Source : Economic Surveys — Government of India 
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Imparts ( Value : Rs. in Crores ) 


8 

9 

10 

11 

12 

13 

14 

104.7 

158.8 

186.5 

245.4 

159.5 

172.6 

175.1 

560.3 

442.3 

555.2 

511.6 

844.2 

1,257.6 

1,158.2 

462.5 

868.6 

852.4 

1,203.5 

1,172.2 

962.9 

777.3 

245.5 

353.4 

477.4 

397.1 

344.6 

369.1 

345.1 

1,306.1 

1,458.5 

1,910.3 

2,096.1 

2,716.3 

2,981.4 

2,747.1 

46 1 

75.7 

89.5 

115.5 

143.7 

147.8 

129.6 

769.6 

806.9 

1,089.1 

1,349.2 

1,604.8 

1,973.8 

1,872.3 

193.6 

237.3 

259.7 

326.4 

328.2 

403.6 

461.1 

296.8 

338.6 

472.0 

305.0 

639.6 

456.2 

284.1 

391.2 

491.1 

499.1 

683.2 

N.A. 

N.A. 

N.A. 

6,810.6 

9,142.6 

12,549.2 

13,607.6 

14,292.7 

15,763.0 

17,092 1 
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. Fish & fish 

preparations ’000 tonnes N.A. N.A. 20 7.3 15 10.7 25 22.7 47 88.4 
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. Engineering goods 

(Value) — 700.7 — 739.1 — 815.0 — 938.9 — 799.2 — 691.4** — 738.4** 


20. Iron & steel (prime) 

(Value) 118.0 - 32.7 - 11.7 — 6.8 — 50.2 — 46.4 — 62.1 
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TABLE— 12 

Index Numbers of Wholesale Prices 
(Base: 1970-71 = 100) 

( Figures : Average of Weeks) 


Year 

All 

Commodities 

Food 

Articles 

Non-Food 

Articles 

Fuel, 
Power, 
Light & 
Lubricants 

Manufactured 

Products 

1 

2 

3 

4 

5 

6 

1950-51 

47.5 

47.2 

45.6 

46.0 

47.7 

1955-56 

40.8 

36.1 

35.9 

49.3 

44.9 

1960-61 

55.1 

48.1 

52.7 

61.2 

59.5 

1965-66 

72.7 

71.1 

68.6 

77.2 

74.4 

1968-69 

91.3 

92.5 

83.0 

92.2 

92.8 

1973-74 

139.7 

137 

147 

131 

140 

1978-79 

185.8 

172 

170 

245 

180 

1979-80 

217.6 

187 

195 

283 

216 

1980-81 

257.3 

208 

218 

354 

257 

1981-82 

281.3 

235 

241 

428 

271 

1982-83 

288.7 

250 

245 

460 

272 

1983-84 

316.0 

283 

282 

495 

296 

1984-85 

338.4 

297 

320 

518 

320 


Source : (1) Revised Index Numbers of Wholesale Price in India 

(Base: 1970-71 = 100), Monthly Bulletin for September 1983, 
Ministry of Industry. 


(2) Wholesale Price Statistics—India 1947-1978 by H.L. Chandhok 
(published by Economic & Scientific Research Foundation, 
Federation House, New Delhi-1) 

(3) Economic Survey 1985-86— Government of India 
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TABLE— 13 

All India Consumer Price Index Numbers 
(Base 1960 = 100) 

( Figures : Average of Months) 


Year 

Industrial Workers 



General 

Index 

Food 

Index 

Urban 

Non-Manual 

Employees 

1 

2 

3 

4 

1960-61 

104@ 

109© 

103® 

1965-66 

137* 

149* 

130* 

1968-69 

N.A. 

N.A. 

161 

1973-74 

250 

279 

221 

1978-79 

331 

346 

306 

1979-80 

360 

373 

330 

1980-81 

401 

419 

369 

1981-82 

451 

476 

413 

1982-83 

486 

508 

446 

1983-84 

547 

581 

492 

1984-85 

582 

607 

532 


Note : (1) In Industrial Workers category, figures for 1961 and 1965 are on 

original base (1935-36 = 100) shifted to 1960=100. 


(2) Current series of All India Index on base 1960=100 was introduc- 
ed w.e.f. August 1968. The earlier series on base 1949 = 100 was 
simultaneously discontinued. Index Numbers from August 1968 on 
base 1949 =100 have been estimated by equating 100 of current 
series to 121.54 of earlier series in regard to General Index and 
115,74 in regard to Food Index. 

@ Refers to calendar year 1961 
* Refers to calendar year 1965 

Sources : (1) Economic Survey 1985-86 — Government of India 
(2) Basic Statistics Relating to the Indian Economy 
1950-51 — 1979-80, Central Statistical Organisation 
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TABLE-14 

Net National Product 
(At 1970-71 Prices) 


Year 

Net National 
Product 
(Rs. crores) 

Per Capita 
Net National 
Product 
(Rs.) 

Index Number 
of Net 
National 
Product 

Index Number 
of Per Capita 
Net National 
Product 

1 

2 

3 

4 

5 

1950-51 

16,731 

466.0 

100.0 

100.00 

1955-56 

19,953 

507.7 

119.3 

108.9 

1960-61 

24,250 

558.8 

144.9 

119,9 

1965-66 

27,103 

558.8 

162.0 

119.9 

1966-67 

27,298 

551.5 

163.2 

118.3 

1967-68 

29,715 

587.3 

177.6 

126.0 

1968-69 

30,513 

589.1 

182.4 

126.4 

1973-74 

36,033 

621.3 

215.4 

133.3 

1977-78 

44,046 

694.7 

263.3 

149.1 

1978-79* 

46,533 

717.0 

278.1 

153.9 

1979-80* 

44,136 

664.7 

263.8 

142.6 

1980-81* 

47,496 

699.5 

283.9 

150.1 

1981-82* 

49,935 

719.5 

298.5 

154.4 

1982-83* 

51,119 

721.0 

305.5 

154.7 

1983-84* 

55,100 

761.0 

329.3 

163.3 

1984-85** 

57,014 

771.5 

340.8 

165.6 


* Provisional 
** Quick Estimates 


Source: Economic Survey 1985-86— Government of India 
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TABLE— 15 

Annual Growth Rates of Net National Product 
(At 1970-71 Prices) 


Period/ 

Year 

Net National 

Product 

Per capita Net 
National 
Product 

1 

2 

3 

First Plan Period 
(1951-56) 

3.6 

1.7 

Second Plan Period 
(1956-61) 

4.0 

1.9 

Third Plan Period 



(1961-66) 

2.2 

— 

Three Annual Plans Period 
(1966-67 to 1968-69) 

4.0 

1.8 

Fourth Plan Period 
(1969-74) 

3.4 

1.1 

Fifth Plan Period 
(1974-79) 

5.2 

2.9 

Annual Plan 
(1979-80) 

(-) 5.3 

(-) 7.4 

Sixth Plan Period 

5.3 

3.0 

1980-81 

7.6 

5.2 

1981-82 

5.1 

2.9 

1982-83 

2.4 

0.2 

1983-84 

7.8 

5,5 

1984-85 

3.5 

3,4 


Source ; Economic Survey 1985-86 — Government of India 
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Profile of Public Enterprises 
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off losses of loss 
making units) 



Internal resources Rs. 194 204 215 260 

generated Crores 
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TABLE— 16 (Conid.) 
Profile of Public Enterprises 
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TABLE— 17 


Time Over-runs in Selected Projects 


SI. Name of Enterprise/ 

No. Project 

Original Schedule 
of commissioning 

Latest Revised 
Schedule/ 
Actual 

Delay 

(years) 

1 2 

3 

4 

5 

1. Hindustan Fertilizer Corporation October, 1976 

Ltd., Haldia Project 

3981 

anticipated 

5 

2. Indian Petro Chemicals 
Corporation Ltd., Olefins 
Project 

3 . Bongaigaon Refineries and 
Petrochemicals Ltd. 

Naptha 
Crackar in 
1973 

3978 


3.1 Xylenes Unit 

End 1975 

May 1982 

7 

3.2 DMT Unit 

-do- 

March 1983 

8 

3.3 Polyester Fibre Unit 

-do- 

December 

1984 

9 

3.4 Offsite Phase II Unit 

-do- 

January 1982 

9 

4. Cochin Shipyard Ltd. 

1975 

1981-82* 

7 

5. Bharat Aluminium Co. Ltd. 

5.1 Smelter Phase IV 

August 1975 

September 

1978@ 

6 

5.2 Profile and Tubeshop 

September 

December 

5 

3150T Extrusion press 

1975 

1980 

(Expected) 


5.3 Sheet Rolling Shop— Cold 
Rolling Mill 

March 1976 

April 1981 

5 


( [Conte T.) 
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TABLE- 

-17 (Contd.) 



1 2 

3 

4 

5 

6. Bokaro Stage 11 

December 1977 
except CRM 

Blast Furnace 5 

No. 5 

December 82 
CRM-Sept. 831 

Other Units- J-5 
Sept. 82 J 

7. Expansion of Bhilai Steel 

Plant from 2.5 m.t. to 4 m.t. 

December 1976 

1982 (all units) 
except 7th 

Blast Furnace) 
June 83— 7th 
Blast Furnace 

6 

7 

8. Second sintering plant of the 
Bhilai Steel Plant 

1975 

Sintering 
Machine II 
1980-81 

6 

* Expected date of completion of ship repair facilities 


@ Completed but not commissioned 

Note : 49 projects of public enterprises costing over Rs. 20 crores each were 

commissioned/expected to be commissioned during 1974-79. Out of 
these, projects of 5 enterprises were completed on schedule. The 
information in this table relates to projects of 8 such public enter- 
prises where time over-run was 5 years and more. 

Source ; Committee on Public Undertakings 49th Report on Public 
Undertakings — Management and Control Systems— Lok 
Sabha Secretariat April, 1982. 
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TABLE-18 

Cost Over-runs In Selected Projects 


(Ms. in crores) 


SI. Name of Enterprise/ 

No. Project 

Original 

Estimates 

Latest Revised 
Estimates 

Percentage 

Increase 

1 2 

3 

4 

5 

1. Neyveli Lignite Corporation Ltd. 
Mine Expansion Project 

36.00 

137.83 

280 

2. Hindustan Paper Corporation 

2.1 Kerala Newsprint Project 

2.2 Nagaland Project 

30.08 

18.72 

133.49 

62.12 

343 

230 

3. Bongaigaon Refinery and 
Petrochemicals Ltd. 




3.1 Crude distillation unit and 
offsite phase 

3.2 Captive power plant 

3.3 Petrochemical units and 

4 other small units 

80.91 

310.75 

280 

4. Cochin Shipyard Ltd. 

Main Shipyard 

45.42 

139 00 

205 

5. Hindustan Copper Ltd., 

Khefri Copper Complex 

24.44 

138.36 

466 


Note : During 1974-79, 49 projects of public enterprises costing over Rs. 20 
crores each were commissioned/expected to be commissioned. Out of 
these, there was as yet no escalation in cost in respect of 2 projects. 
The information in this table relates to 6 such projects of 5 public 
enterprises where cost over-run was more than 200 per cent., each. 

Source : Committee on Public Undertakings 49th Report on Public 
Undertakings— Management and Control Systems— Lok 

Sabha Secretariat April 1982. 
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